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IN RE: Friends of the Earth and
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Company, Defendant/Respondent

)
)
)
)
)
IN RE: Request of the South )
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Staff for Rate Relief to SCE&G )
Rates Pursuant to SC Code Ann. )
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Electric & Gas Company and
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Dominion Energy, Incorporated for )
Review and Approval of a Proposed )
Business Combination between SCANA)
Corporation and Dominion Energy, )
Incorporated, as May be Required, )
and for a Prudency Determination )
Regarding the Abandonment of the )
VC Summer Units 2 & 3 Project and )
Associated Customer Benefits and )
Cost Recovery Plans )

)

Videotaped Deposition of KENNETH BROWNE,
taken before Jennifer L. Thompson, CVR-M, Nationally
Certified Verbatim Court Reporter and Notary Public in
and for the State of South Carolina, scheduled for
10:00 a.m. and commencing at the hour of 10:09 a.m.,
Tuesday, September 25, 2018, at the office of Strom Law
Firm, Columbia, South Carolina.

Reported by:

Jennifer L. Thompson, CVR-M

€1GJo ¢ abed - 3-0/€-210Z # 19X20Q - DSOS - Wd 02Z:€ ¥ 4890100 810Z - A3 14 ATIVOINOHLO3 13



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

Any court, party, or person who has purchased a
transcript may, without paying a further fee to the
reporter, reproduce a Copy or portion thereof as an
exhibit pursuant to court order or Rule or for internal
use, but shall NOT otherwise provide or sell a copy or
copies to any other party or person without the express
consent of the reporter and/or reporting agency.
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Electric & Gas Company, et al.

STIPULATIONS
This deposition is being taken pursuant to

the South Carolina Rules of Civil Procedure.

The reading and signing of this deposition is
reserved by the deponent and counsel for the

respective parties.

(Begin 10:09 a.m.)
Whereupon, the case caption was published and

counsel noted their appearances for the record.)

Whereupon,

KENNETH BROWNE, being administered an oath of
affirmation or duly sworn and cautioned to speak
the truth, the whole truth, and nothing but the
truth, testified as follows:

Court Reporter: State your full name for the
record, please.

Witness: Kenneth Browne.

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com
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Richard Lightsey, et al. v. South Carolina

Electric & Gas Company, et al.

EXAMINATION

BY MR. HALTIWANGER:

0 Mr. Browne, my name 1s Dan Haltiwanger and we met

just before this began.

I'm going to be the one

that's asking most of the questions this morning

and probably into the afternoon. Before we begin,

I know you've probably talked with your lawyers

about what to expect today,

but there is a couple

of rules I'm required to go over so that I know

that you're aware of them.

One of the things,

though, is even though we have video that's

running today --

A Right.

Q -- it's important to verbalize all of your

answers, to say yes or no instead of uh-huh or

huh-uh or nodding your head or anything like that

so that she can make a record of everything we

say.
A Yes, sir.
Q Second, we're probably going to go for a while

today, hopefully not as long as we went yesterday

with Mr. Kochems. But if at anytime you need to

take a break, whether it's use the restroom, get

another water, whatever, let me know and we'll

Thompson Court Reporting, Inc.[OIIO

www.thompsonreporting.com
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2018

Richard Lightsey, et al. v. South Carolina

Electric & Gas Company, et al.

take a break. It's not meant to be an endurance
contest.

A Sure.

Q Also, as you know, you were just put under oath

for this testimony today.

So this is testimony

that can be used in a courtroom. And along with

that, your attorney and some of the other

attorneys may object during the questioning today.

There's really two kinds of objections. You'll

hear "object to the form,"

which there's something

about my question that they don't think would be

proper in a courtroom setting for a number of

different reasons. But unless they object and

instruct you not to answer
to ask you to go ahead and
best you can. But related
ask you a question and you

use a word that you're not

the question, I'm going
answer the question as
to that, if I ever do
don't understand it, I

familiar with, or you

don't think I'm making sense to you, let me know

and I'll do my best to, you know, ask a better

question.
A Yes, sir.
0 I'm not an accountant. I'm not an engineer. I

may use terms that you're familiar with that I'm

not familiar with that you think I'm using

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com
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Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

incorrectly. You're not bound to not ask me what
I mean. You can ask me to explain myself.

A Right.

Q Also, if anytime during the deposition today I've

asked you a question earlier and the answer you
gave earlier you think is either incomplete or
incorrect, you have the right to go back and say,
oh, oh, remember when I said, you know, I was with
so—and-so earlier, I now remember it wasn't

so—-and-so, 1t was somebody else.

A Right.

0 Stuff like that --

A Sure.

0 You're welcome to do that. Don't feel that you

can't correct anything that you testified to
earlier. And having gone through all that, let me

ask you, have you ever had a deposition taken

before?
A Yes, I have.
Q What type of case was it?
A It was a case between two contractors that were

working on a project that I was working on, and
they were in a dispute over the cost of materials
that increased during the project.

Q Were you employed by one of the parties to the

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

€1GJo 0l abed - 3-0/€-210Z #39X20Q - DSOS - Wd 02Z:€ ¥ 4890100 8102 - A3 114 ATIVOINOY L0313



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

lawsuit?
A No, I was employed by Santee Cooper at the time.
Q So you've been through this before. And all of

them are a little same, but everyone's a little
bit different. I want to start -- and again, I
don't want you to tell me anything that you and
your attorneys discussed, but I am interested in
finding out what you did to prepare for today's
deposition. And that would be people you talked
to or documents you looked at.

A Nothing. I don't have any documents to look at.

Q You didn't go back and review any materials that
you may have with you?

A I don't have any materials with me. When I left
my job, I left the materials.

Q And you didn't speak with any current or former
employees from the project?

A No, not specifically regarding this. It's been
several months since I spoke with anyone.

Q Well, let me ask you. Have you ever read Carlette
Walker's deposition in this litigation?

A No.

Q When was the last time you would have had any
communication with Carlette Walker?

A Actually, she knew of my deposition today and she

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com
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Richard Lightsey, et al. v. South Carolina

Electric & Gas Company, et al.

b=

b= ©)

sent me an email Jjust telling me to, you know,
good luck. And I responded "Thank you, I'm a
little bit on edge, but I'm not worried about it
too much." And that was last week. Prior to
that, probably two months ago just in a casual
meeting, my wife and I and she and her husband for
dinner.

At that time, did you and Mrs. Walker review any
materials?

No.

But you did work with Carlette Walker at SCANA?
Yes.

And how long did you work with her?

I worked with Carlette from November of 2009 until
I left -- well, actually until she left in about
December of 2015, I think she left.

Did you know her before working with her on this
project?

No.

How often would you interact with Ms. Walker while
working on this project?

At work or outside of work?

At work?

Daily.

Was she your supervisor?

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com
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Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

A No.

Q What was her relationship in the hierarchy to
where you were?

A She worked for SCANA. She was the vice president
of nuclear accounting for SCANA Services. I
worked for SCE&G in the business and finance
group. And we had a combined group which was
mostly composed of SCANA personnel, and I was an
SCE&G employee. My supervisor, his name was Abney
Smith or Skip Smith. And Carlette was over the
accountants and the people working for SCANA
Services. So she was over the accounting group
and they were a piece of the business and finance
group for nuclear project.

0 I know because there's a couple different entities
involved here.

A Yes.

Q Who was your direct employer when you were working
on the VC Summer project?

A I worked for Santee Cooper for a period on the VC
Summer project, from -- I actually started on the
project in I think it was October of 2005 part
time. In January of 2006, I started working full
time commuting back and forth from Moncks Corner

to Columbia, but I was in Columbia four days a

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com
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Richard Lightsey, et al. v. South Carolina

Electric & Gas Company, et al.

b

> 0

week. Then in June of 2009, I retired from Santee
Cooper. In November of 2009, I went to work for
SCE&G.

And when you say you worked for SCE&G, did you
work for SCE&G, SCANA Services, SCANA which?

I worked for SCE&G.

And that's who would have signed your paycheck?
Yes, sir.

Did that ever change while you were -- I mean
after you arrived at SCE&G did --

Never changed.

Have you followed any of the newspaper reporting
and TV reporting involving the VC Summer?

Yes, I have.

Did you read the article in the Charleston Post
and Courier that was about a voicemail that
Carlette Walker had left for an employee?

Yes, I did.

What was your reaction to hearing that voicemail?
I knew of the voicemail when she left it.

Can you elaborate on that? And how did you know?
I knew because I worked very closely with Marion
Cherry who was the Santee Cooper representative,
and he told me about the voicemail whenever

Carlette called and left him that voicemail.

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com
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Richard Lightsey, et al. v. South Carolina

Electric & Gas Company, et al.

Q

I want to get some details from that. Did this
come up in -- while you were at work or after he
get the voicemail did he call you? Just kind of
lay out the narrative of how it came about.
Marion and I also worked together on a daily
basis, and at work he told me of the voicemail.
What did he tell you -- did he play it for you or
did he just describe --

I did not hear his voice. He just described it
for me.

What did he describe? What do you recall?

He Jjust described Carlette calling and leaving a
voicemail that -- telling him that Santee Cooper
needed to not approve anymore cost increases, I
believe were the words he used.

And kind of where did the conversation go after
that with Mr. Cherry?

It didn't go anywhere.

Did you ever see or listen to the voicemail
yourself?

After it was on the link for the article in the
paper is the first time I heard it.

What was your reaction to hearing it?

A little shocked at the frankness of the

voicemail, but not surprised at the -- I guess the

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

intent, the message in the voicemail.

Q And why were you not surprised?

A Because I knew how Carlette felt about the
project.

Q And describe for us your understanding of what her

feelings were.

A That's difficult to be in somebody else's head,
but I can explain to you what my feelings were and
I think they were very close to Carlette's. We
were not -- I was not pleased with the path that
the project was taking at the time.

0 And I want to dig down into that. What
specifically, when you say you were not pleased,
what were you not pleased with that?

A I was not pleased with the cost of the project
continuously increasing.

Q Did you think there was -- I mean, what did you
personally believe was responsible for those

increases in costs?

A Contractors' inefficiencies.

Q And can you give me some examples?

A They were not meeting schedules. They were taking
twice as many hours -- man hours to get work done

that they had budgeted for each incremental piece

of the project and there didn't appear to be any

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

15

€1GJo 9| abed - 3-0/€-210Z # 39200 - DSOS - Wd 02Z:€ ¥ 4890100 8102 - A3 114 ATIVOINOYLO3 13




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

end in sight in those issues. We had been through
many rounds of promises of improvement, but they
never followed through on those promises.

Q And you've referenced "contractors" and "they."
And just so I can have a clear record, who are we
talking about?

A We're talking about, at various times in the
project, Westinghouse, Shaw, and Chicago Bridge &
Iron.

Q Besides not meeting the schedules and man hours,
what other issues do you recall being upset with
respect to contractors?

A I'm not sure what you

Q I was just asking if there's other things the
contractors had in their performance that you were
not pleased with?

A I don't know what else there is to not be pleased
with other than failure to meet schedules and
performance. I mean, that's

Q What about issues with the design of the project?
Did you have problems with that?

A Personally, I did not. I was in the business and
finance group.

Q We started kind of down this road with discussing

the voicemail that Carlette Walker had left. Were

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com
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Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

those concerns that Ms. Walker had expressed to
you during the time of the project?
MR. CHALLY: Object to form of the question.
A Yes.
Q In addition to what we've talked about, did
Ms. Walker ever express any other concerns about
the performance of the project?

MR. CHALLY: Object to form.

A No, not -- I'm not sure I understand the question,
but
Q I'm just trying to figure out if I can get an idea

of the universe of the complaints that Ms. Walker
shared with you.

A I mean, the same issues that I had she had, as far
as I'm concerned, yes.

Q I'm assuming from your earlier answer I know this

answer, but I'm just going to ask you to check it

off. Have you read Margaret Felkel's deposition?

A No.

Q Have you read Sheri Wicker's deposition?

A No.

Q Have you read any other depositions from this
litigation?

A I have not.

Q Have you discussed Kevin Kochems' deposition

Thompson Court Reporting, Inc.( 00000

www.thompsonreporting.com
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

yesterday with anyone?

A No. Other than you guys discussing how long it
took.
Q Okay. Let me ask you, when did you —-- are you

currently employed?

A I am not.

Q When were you last employed?

A I was last employed in July of 2016 when I left
SCE&G.

Q Since July '1l6, have you had any discussions with

any SCANA employees in which the discussions of
lawsuits against the company arising from the VC
Summer project were discussed?

A No.

Q Have you had any discussions with any SCANA
employees in which the topic of potential criminal

prosecution came up-?

A Yes.

Q Describe those for me.

A In social settings, discussing the likelihood of
prosecution of the executives from SCANA. Just,

you know, opinions and maybe some feeling of

regret.
Q Which executives in particular were discussed?
A Kevin Marsh, Steve Byrne, and Jimmy Addison.
Thompson Court Reporting, Inc.[OIIO
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Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

Q Can you elaborate what you mean by regret?

A Yes, I can. I personally believe -- and of course
I'm not an attorney and I'm not a law enforcement
person, but I believe that there were some things
done by those individuals that they should be
prosecuted for. And the regret is I don't think
they ever will be.

0 I want to get kind of -- if I can write down a
list of the things that you would think would be
relevant to potential criminal litigation, what

would you list?

A Just one thing.

0 What's that?

A Not being truthful. Short list.

Q Okay. Well, maybe we can get through this quickly
then. What do you believe they were not truthful
about?

A I don't believe they were truthful about the
status of the project and multiple quarterly
reports and filings.

Q When you say "quarterly reports and filings,"
which ones would those be? Would this be the BLRA
reports?

A All of the reports regarding the project, not

specifically the BLRA reports. But the financial

Thompson Court Reporting, Inc.[OIIO
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reports I guess would be the ones that I would be
most concerned about.

Q So I'm -- and that's why I'm trying to get more
detail. Are you talking about SEC --

A SEC filings, yes.

Q And what in particular, if I was going to go pull
some SEC filings, what statements or types of
statements would I look for do you think were
inaccurate?

A The general reflection in those filings were that
the project was going well. And for at least the
last two years of the project when I was there,

the project was not going well.

Q And those two years would have been 2014 through
20167

A Yes.

Q When you say "not going well," I want to get some

actual meat on that bone --

A sSure.

0 What do you mean?

A I'm going to go back to where I was talking about
the contractor. They were not meeting schedules

and their inefficiencies were not meeting the
goals that the project budget were set on. And

from those indicators, that's a general indication

Thompson Court Reporting, Inc.[OIIO
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

of the health of the project. And the health of
the project was not good. But if you read in the
reports, the health of the project was always
good, a positive outlook.

Q Is there any -- in your opinion, is there any way
that Mr. Marsh, Mr. Byrne and Mr. Addison could
not have been aware of those problems?

MR. CHALLY: Object to form.

A You need to rephrase that question.

Q Sure, yeah. 1Is it possible that management was
unaware of those issues that we just discussed
with the scheduling and productivity?

MR. CHALLY: Object to form.

A It's not possible.
Q Okay. And why would you believe that?
A Because there were internal reports and

communications that provided the status of the
project to management.

0 And if I wanted to go find some of those internal
reports and communications, how would I go about

doing that? What would I look for?

A Emails.

Q From anyone in particular?

A Myself, my boss, Skip Smith, Carlette Walker.

0 And if I wanted to kind of -- I mean, if I wanted
Thompson Court Reporting, Inc.( 00000
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to do like a Google keyword search trying to find
emails that might reflect this information, what
would you suggest I use, as far as search terms or
dates or anything that would help me locate those?

A Possibly performance factor, which would be most
likely a PF indication, or cost estimates or
estimate to complete or things like that would be.
EAC, estimate at completion, estimate to complete,
any of those terms.

Q Well, let me ask. Have you had any discussions
with anyone related to the South Carolina Law

Enforcement Division or SLED?

A Yes.

Q When would you have first had any contact with
SLED?

A In November of last year, November 2017.

0 And how did it come about?

A They contacted me, actually through the FBI. I
had a -- spent a wonderful day with the FBI and

the SLED guy was not there for that discussion.
And he contacted me and asked if he could come by
my home and talk to me at my house.

0 Okay. Well, then if the FBI came first, let's
start with that. How did that come about, a

meeting with the FBI?

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

22

€16 Jo gz abed - 3-0/€-2102 # 39X20Q - DSOS - Wd 02Z:€ ¥ 4890100 810Z - A3 14 ATIVOINOYLO3 13



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
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A I'm not sure. They called me. Invited me to meet
with them at the US Attorney's office and, of
course, I accepted the invitation. And we had a

long, long day as well.

0 And approximately when would that have occurred?

A That was November of 2017.

Q Did they ask you to bring any materials?

A They did not ask me, and I did not have any
materials to bring.

Q While you were there, did they ask you to review
any materials they had?

A Yes, they did.

Q And what did you review?

A I reviewed a cost estimate model that we developed
at -- in the business and finance group, NND
business and finance. We developed a cost model.
And I spent a good portion of that day explaining
that model to the FBI and the US Attorney.

0 And this would have -- when would this model have
originally have been created?

A The model was originally created in I think it was
2014. And we modified it in 2015 to do an
analysis of the fixed-price offer that we had for
the contract.

Q Would this have been a spreadsheet that was kept

Thompson Court Reporting, Inc.[OIIO
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at SCANA?
A Yes.
Q If I wanted to find that spreadsheet, how would I

search for that? 1Is there a title to it that you
would point me to?

A Oh my goodness. I don't remember what the title
was of that.

Q Again, what about like any keywords or searches
that you think might if I was searching for
spreadsheets with these terms?

A Probably something cost estimate or estimate to
complete or something like that. It had my name,
Kevin Kochems' name, and Marion Cherry's name at
the top of it as well. The three of us jointly
prepared it.

Q And how did this cost estimate model come to be
created back in 201472

A We were expecting an estimate to complete from the
contractor. And in preparation for their
estimate, we developed that model to just be
prepared for their work. It was taking them a
long time, and we needed something to use on our
own. And then when we received their estimate to
complete, we used that as a parallel review of

their cost.
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Q

And the original creators of that cost estimate
model, was that you, Mr. Kochems, and Mr. Cherry?
Yes.

Anyone else involved in that?

Not really, not in creating the sheet.

Going back to the FBI meeting. They were the ones
that presented you with this cost estimate model
you had created and asked you to explain it to
them?

Yes.

Did they indicate whether they had met with either
Mr. Kochems or Mr. Cherry?

I don't recall.

Besides the cost estimate model, any other
materials that you went over with the FBI?

I don't think so, but I can't say for sure.
That's been a while. I know we spent most of our
time on that.

Besides the cost estimate model, any other topics
that you discussed with the FBI?

Yes.

What were they?

Just they wanted to understand the EPC contract,
how the EPC contract came to be. The -- it's a

very complicated contract, the pricing mechanism

Thompson Court Reporting, Inc.[OIIO
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in it. And we spent a lot of time going through
that. They wanted to -- I spent a lot of time
teaching, I guess, that date more than answering
questions, Jjust trying to help them understand the
cost estimate and how the project was formed.

Q Did they inform you that they had met with any
other former SCANA or Santee Cooper employees?

A They told me they had met with Carlette Walker.
And I believe she was the source of the
spreadsheet that we went over.

Q Did they indicate they had anybody they were going
to talk to after you, besides you and Carlette?

A They didn't specifically say, but I sort of
assumed that they would be talking with probably
Kevin Kochems and Marion Cherry.

Q Have you had any conversations with Mr. Kochems

that this FBI took place?

A Yes.
Q And what about with Mr. Cherry?
A You mean whether FBI discussed with Kochems or

with me?
0 Did you ever inform either Mr. Kochems or

Mr. Cherry that you had met with the FBI?

A Yes, both.
0 Do you know whether Mr. Kochems ever met with the
Thompson Court Reporting, Inc.[OIIO
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FBI?
A I do not.
Q I may have asked, but when was the last time you

would have talked to Mr. Kochems?

A I think it was in May, but I'm not sure. We went
out to dinner with some of the people from NND,
and Kevin was there with that. Kevin was there;
Sheri Wicker was there. I'm not sure who else,
but -- our spouses. We just went out to dinner.

Q When you met with the SLED agent that wasn't there
the day with the FBI, what did that entail?

A He told me that he was primarily interested in any
fraudulent activities that I was aware of,
specifically regarding the contractors. And there
was one episode that we discovered, and I spent
most of the time with him going through the
details of that.

0 Who was the contractor?

b

The contractor was CB&I.

What was the suspected fraud?

> 0

There was a situation where one of their suppliers
was submitting three bids, the same supplier under
three different names. And CB&I was buying office
equipment from this supplier and paying too much

money for it.
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Q How did you become aware of this?

A Of the situation?

0 Yeah.

A In my job responsibilities, I reviewed my invoices
from the contractor for the target price element,
and month after month I kept seeing the same
supplies coming from the same guy, who really I
didn't know why he was supplying this equipment.
And the prices seemed to be high, so we started
doing research and found out the situation. We
called in the SCANA audit group and they did a
little deeper investigation and that's how they
found -- how we found out that one guy was
submitting all three bids.

Q Anything else you discussed with SLED?

A No.

Q What about the Securities and Exchange Commission,
have you had any discussions with any
representatives of that?

A No.

0 After the meeting that day with the FBI, has there
been any follow-up with the FBI?

A They've called me two or three times asking me of

names or contact information, primarily with the

contractors.
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Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

Q When you say the contractors, would that be
Westinghouse?

A Westinghouse and Fluor and CB&I.

Q Who in particular were they inquiring about?

A The site managers.

Q Do you know what they wanted or did they indicate

to you what they wanted to talk to them about?
A No.
0 Earlier when we were discussing having any

conversations about potential criminal prosecution

you said -- you used the word "regret" --
A Yes.
Q Was there anything in the meeting with the FBI or

SLED that led you to believe that they were not
going to pursue criminal prosecution?

A No. It's just the time that it's taken. And it
might be because, you know, I watch too much TV or
whatever, but it's taken so long I just can't
imagine anything happening now.

Q But based on what you observed at your employment
at SCANA, you believe that there were material
misrepresentations made by management?

MR. CHALLY: Object to form.

A Yes.

0 What would those material misrepresentations --
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how would you summarize them?

A Well, we've already been through it once, but it's
the reporting was -- in general, reporting a
positive outlook with a healthy project while I
believe it should have been a negative outlook
with an unhealthy project.

Q Well, let me ask you. Does that -- does your
belief in that respect, does that extend to Santee
Cooper as well? Do you believe that anyone from
Santee Cooper made any material representations
about the health of the project?

MR. CHALLY: Object to form.

A I'm not aware of reports that Santee Cooper makes,
so I can't respond to that question.

Q Based on your experience on the project, do you
believe that SCE&G was candid with Santee Cooper

about the help of the project?

A Yes.
Q If you could, explain why you would believe that.
A Well, the main reason I believe that is because I

was SCE&G and Marion Cherry was Santee Cooper, and
I had no secrets from Marion Cherry. Now, if
you're asking me did Kevin Marsh and Lonnie
Carter, were they truthful with each other, I

can't respond to that because I don't know. But I
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know for a fact that Marion Cherry and I were
candid with each other and there were no secrets.
Q Okay. Let me ask you and get a little bit of your
background. And I don't know if it's easier for
you to start with graduating school and getting
your first job and going forward or starting when

you retired from --

A Probably easier to start at the beginning.
Q Okay.
A I graduated from Clemson University in December

of 1980. And I went to work at the Charleston
Naval shipyard in January of 1981. I worked in
the marine mechanical design group at Charleston
Naval Shipyard until I think it was August of 1985
where I -- when I left and went to work for Naval
Facilities Engineering Command in Charleston,
where I worked until, again, I think it was August
of 1990. And I left NAVFAC and went to Santee
Cooper at that time. I worked at Santee Cooper in
the station construction group from then until I
retired in June of 2009. And in November 2009, I
went to work for SCE&G. I left SCE&G in June -—-
or July, excuse me, of 2016. Is that what you
were after?

0 Absolutely.

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

31

€16 Jo g¢ abed - 3-0/€-2102 # 39X20Q - DSOS - Wd 02Z:€ ¥ 4890100 810Z - A3 114 ATIVOINOY L0313




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

A I didn't know if you need more details of what I
did at the --
Q Well, we'll probably dig down into the Santee

Cooper and SCANA. And again, I just want to make
sure because there are different entities. Were
you a SCANA Services employee or were you a SCE&G

direct employee?

A I was an SCE&G employee.
Q How was your compensation structured there? Was
it a base salary? Was there -- I mean, just how

were you compensated for your work there?
A It was primarily a base salary with a very small,

compared to what the executives received, bonus

plan.
Q And how did the bonus plan operate?
A There were goals that were set for -- it was a

company-wide goal, a department goal, an
individual goal. And your bonuses were paid out
based on meeting those goals.

0 During the time of the VC Summer Unit Two and
Three construction, did you have the opportunity
to receive bonus payments based on or specifically
related to the progress of the project?

A No.

Q For your time at working out on the VC Summer
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project, I want to get kind of an understanding of
a cast of characters, who was in charge, who
oversaw what. And Jjust as best as you can, if you
could lay that out for me.

Within business and finance or total project or
what's the --

Whichever one is -- I want to get both. Whichever
one is easiest for you to start with.

The business and finance group was composed of
SCE&G and SCANA. SCE&G group was fairly small.
That was my supervisor, immediate supervisor Skip
Smith, Abney Smith is his given name. He was the
manager of business and finance. I was senior
engineer business and finance. And occasionally
we would have an analyst or somebody else working
with us. Most of the time it was just the two of
us.

Okay.

And then there was the SCANA Services group which
had the accounting and contract compliance. And I
can't remember what Sheri Wicker's -- Sheri
Wicker's group was accountants who did the
payments. And I had a fairly unique role in the
group because I was an engineer; I was not an

accountant. But because of my prior experience on
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other projects with Santee Cooper, I was familiar
with accounting and business-related aspects. So
I sort of was a go-between between the technical
groups and construction for SCE&G and the
accountants for SCANA, because accountants didn't
speak construction and construction guys didn't
speak accounting. And I was the translator in
there in between those two groups. I spent a lot
of time reviewing invoices, which a lot of people
would consider an accounting thing, but the
accountants didn't know -- for this cost-plus
invoice, we would get 10,000 lines a month of
things they were billing us for, and an accountant
looking down there, she could look and see how
much it cost, but she wouldn't have a clue as to
what it was she was paying for. So I got stuck
with that duty for several years of reviewing
those things. And I spent probably 25 percent of
my time reviewing that target invoice because
nobody else was willing to do it and nobody else
knew -- I mean, I hate to say it, but a lot of the
accountants didn't know a hammer from a
screwdriver, you know, and they were billing us
for things like that.

Q I want to dig into that a little bit. As far as
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your invoice review, did you ever find invoices

that you would challenge or question?

A Absolutely, every month.
0 Describe your experience with that.
A The number one issue that I would find in the

invoices that they would be billing us for under
the target price for things that should have been
firm price or for small tools and consumables
which we paid for in the labor markup, the
multiplier on the labor, so --

Q There's going to be a lot of non-engineers and

accountants probably looking at this.

A Yes.
Q Can you kind of put that in layman's terms?
A Yes. We -- early in the project, we agreed with

the contractor that we did not want to see line
item billing for small tools, which would be
literally hammers, screwdrivers, and anything like
that. So we came up with an agreement that
anything -- any tool under $1,000 and any
consumable such as duct tape or grease or anything
like that, would be paid for with a labor markup.
So it was a certain amount per hour that we paid
or actually it was a percentage markup on the

labor that we paid to avoid having bills for those
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individual tools under $1,000. And just about
every month we would find -- or I would find tools
under $1,000 on the invoice that we would have to
dispute the payment for.

Q Okay.

A Other things that we find in the contract, all of
the commodity materials which was the steel, the,
you know, structural steel, reinforcing bar,
concrete, any wire and cable, anything like that,
was part of the fixed-price on the contract. So
we should not receive billing for those items
under the target price. So i1if we found those
types of things, we would dispute that. Another
issue, we -- early in the project, we moved to
construction equipment to fixed-price. The
construction equipment were trucks, any kind of
welding machines, or anything like that, should
not be billed in the target price. So if we found
those on the invoice, we disputed those. So when
you have a 10,000 line spreadsheet where they're
billing you for some things that you should be
paying for and some things that you shouldn't be
paying for, you have to go line by line, look at
the contract and see whether it's a target price

or a firm or fixed-price item and dispute the
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payment for the firm or fixed-price or other terms
in the contract.

Q I just want to make sure I understand some of
this. On the -- when you talk about a labor
markup, what that means is i1if you agree to pay X
dollars an hour for a man-hour of work, instead of
on top of that paying for individual duct tape and
other tools under $1,000, y'all had an arrangement
where you said, okay for that man-hour, we're also
going to pay a percentage on top of that, and
that's going to cover all these consumables and
small tools?

A Yes, that's correct. So, in a sense, 1f they
billed us for it under target, they would be
getting paid twice for the same thing because
they're getting paid for it in the markup and then
if they bill it under target price again, if we
don't dispute it, they get paid twice for the same
item.

Q And then with the commodity materials, is that a
similar situation where you're paying for it under
the fixed-price? You know, we're going to pay
you, you know, X dollars as a fixed-price on the
contract and that's supposed to cover rebar?

A That's correct.
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Electric & Gas Company, et al.

Q

And instead, in your work you would find invoices
for rebar?

That's correct.

And again, that would be the contractor being paid
twice?

If we had not caught it, vyes.

Okay.

There are records of all of those things that we
caught. We had a -- we called it a Target Price
Log. And month after month, we would add items to
that log. And as we agreed that we shouldn't pay
for them, we would get a credit back.

Besides yourself, who else would be involved in
updating and creating this Target Price Log?

We had one of the accountants. Or actually, it
was an accounting technician for SCANA Services
that worked with me on doing that.

Who was that?

Her name was Mandy Wicker. No relation to Sheri
Wicker. She worked for Sheri Wicker, but no
relation.

Okay. And I'm just asking you to give me an idea
what type of dollar figures are we talking about
here? 1Is this a --

Millions of dollars over the project.
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Q And these would be millions of dollars of
essential double billing by the contractor?

A Yes.

Q I want to get an idea of how it was handled on
behalf of SCANA. You and Mandy Wicker would
identify these materials and it would go on a
Target Price Log?

A That's correct.

0 Is there any chance that was also maybe called a

Disputed Invoice Log? Or is that a different log?

A It's pretty much the same thing. It was a part of
it.
Q Okay. And the -- after it got put on the Target

Price Log what happened next with that issue?

A There would be maybe once a quarter a meeting.
Well, some things that were obvious and no
dispute, the accountants from CB&I would issue us
a credit immediately for those. And then there
would always be things that we would not agree on,
and those items that we did not agree on would be
handled in a review with -- usually it was Alan
Torres, the construction manager. And the site
manager or some other management person with CB&I
would go down that list and agree what should be

paid and what should not be paid.
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0 Besides CB&I, what other, if any, contractors
would end up on this Target Price Log? Were there
other contractors -- I guess I'm asking did
everything come through CB&I and then to y'all?

Or did --

A Everything came through CB&I, yes. Or Shaw when
Shaw was there.

Q And again, just so I'm making sure I understand
the process. The invoices would come in from
CB&I. You and Mandy Wicker, as part of your 7Jjob,

would review the invoices?

A I would review it. Mandy just kept up with the
log.
Q Okay. So you would review it, identify items

being invoiced that you did not believe were
proper due to the contract between the parties?

A Right.

Q Those items would go on this log. The log would
then be discussed quarterly with Alan Torres and a

representative of CB&I and Shaw?

A Yes, sir.

Q What would the outcome of that meeting typically
be?

A Occasionally it would be -- and I was not pleased

whenever it turned out 1like this, but occasionally

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

40

€1GJo Ly abed - 3-0/€-2102 #39X20Q - DSOS - Wd 02:€ ¥ 4890100 8102 - A3 114 ATIVOINOYLO3 13




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

it would be "here, we'll take this one and you
take that one" sort of deal, maybe split the
difference. But usually it was an item by item
reconciliation and looking at the contract and
making a determination based on the contract.

Q Can you give me a rough idea like in an average

quarter how many items we would we be talking

about?
A In a quarter, maybe a 1,000 items.
Q And dollar figure that you'd be associated with

those items?

A In a quarter?
Q Yes.
A Probably varied from $100,000 to maybe as much as

$500,000 in a rare gquarter, total. Total
aggregate of the disputed items.
(Parkin Hunter enters proceeding - Ian
Weschler leaves 11:04 a.m.)

(Off the Record)

VIDEOGRAPHER: This is tape number two in the
deposition of Kenneth Browne. We're on the record

at 11:16 a.m.

BY MR. HALTIWANGER:

0 All right, Mr. Browne, let me just -- a little bit
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of follow-up on what we were talking about with
the Target Price Log. After compiling the
challenged invoices on the log, it would be

Mr. Torres who would be responsible for discussing
this with --

A Not always, but usually that was the case.
Sometimes he would send a designate his group.
Occasionally, Skip Smith, my boss, would take the
SCANA side of the argument. But usually it was
Alan Torres.

Q And I -- would that be the end of the gquestion?
They'd have a meeting; we believe this was
improperly charged; they say, well, this is why we

think it was properly charged and --

A With very, very few exceptions, that was the end
of it.
Q Okay. Did management above Mr. Torres ever have

to get involved in those discussions?
MR. CHALLY: Object to form.
A In those few exceptions, yes.
Q And give me an example of when you recall

management above Torres?

A I can't recall any time, but I know there was
exceptions.
Q You were actually at Santee -- or let me ask you.
Thompson Court Reporting, Inc.O00000
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Were you at Santee Cooper when the decision to

build the nuclear plants was originally adopted?

A Yes.

Q And what was your role at Santee Cooper?

A I was the -- official title was Representative of
the Authority, but I was -- in common language, I

was the Santee Cooper representative for the
project. Marion Cherry was my replacement.

0 And when did you -- or how did it first come about
that Santee Cooper was going to look at taking
part in this project?

MR. CHALLY: Object to form.

A I'm not sure, because when I was put on the
project, the decision had already been made.

0 Okay.

A And I was working on cross units three and four,
and I was called back into my office in Moncks
Corner one day and on my white board in my office
was this little nuclear symbol and it said, "Go
see Maxie," who was our vice president. And I had
no clue what it was about. Found out that I was
going to be working on a nuclear plant.

Q So you were not part of any of the discussions
leading up to Santee Cooper deciding to go

nuclear?
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Electric & Gas Company, et al.

A

I was not part of the discussions leading up to
Santee Cooper working with SCE&G to investigate
the nuclear plant. I was part of the discussion
making the decision to sign the agreement with
SCE&G and execute the EPC contract. That was
after I was working on the project. I don't know
if I'm answering your question or not.

Yeah, I'm getting them.

It was in phases.

So I guess describe for me how that went down, as
far as the getting into the agreement with SCANA
and just -- I'm just trying to get information
about how it went down.

Well, it was not really a single point in time, I
don't guess. It was, you know, we got involved
with SCANA to investigate the project. We spent
two years negotiating, investigating, looking at
different technologies and, you know, kind of
narrowed i1t down to the Westinghouse AP1000. We
negotiated contracts for probably a
year—-and-a-half or more with Westinghouse. We
were in with them, out with them, in with them,
out with them, back and forth. And finally, I
guess the final decision was made just prior to

execution of the EPC contract. That's when Santee
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Cooper was in, was when they agreed to execute the
EPC contract.

Q One element we've heard about in the whole project
and with the expenses associated with the project
is the term "owner's cost."

A Yes.

0 For somebody who's not an accountant or engineer
or familiar with the project, can you give us a
definition or explanation of what are owner's cost
in this area.

A Well, there's always some things that can go
either way, but, in general, owner's cost refer to
the owner's cost of managing the project. One of
the major components at VC Summer for owner's cost
was 1in hiring and training the operations and
maintenance staff. That's probably the largest
component of the owner's cost was in preparing 600
people to take over ownership and operation of a
nuclear plant. You can't just hire them from
Ready South Carolina and put them on the board of
a nuclear plant the next day. So it takes years
to hire and train those people. That's the

largest component of the owner's cost with the

project.
0 And as part of the decision to go with nuclear
Thompson Court Reporting, Inc.[OIIO
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Electric & Gas Company, et al.

power, were you involved in any calculation of the
projected owner's cost for the project?

A Not directly. That was primarily an SCE&G
function. I mean, I was the representative of
Santee Cooper at that time. I watched the
development of the owner's cost, but it was

prepared by SCE&G.

0 And who 1in particular do you believe was
responsible?
A That was when Ron Clary was the project manager

for SCE&G. So it was Ron. A gentleman by the
name of Duke Bell was involved in it. And Kevin
Kochems I think was involved in it. You're
talking about the original development of the

owner's cost?

Q Yes.
A Yes.
Q And then -- and from your question there, I assume

that that changed over time?

A It changed over time, yes. New items would come

in to be added into owner's cost, the plant
staffing numbers were changed a number of times
after execution of the contract. Some -- you
know, buildings would need to be added. There was

an emergency building for where the fire trucks
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

are and all of the emergency equipment and things
like that was added one time on the owner's cost.
Things like that were changed that were not in the
original owner's cost budget.

Q Did Santee Cooper also have to perform any
projection of owner's cost?

A No, not that I'm aware of. SCE&G was always
responsible for the operation of the plant.

0 So, if I understand it, SCE&G would have developed
the projections for owner's cost, but Santee
Cooper would be financially responsible for

45 percent of those costs when they actually came

into —--
A Yes, yes.
Q But to your knowledge, Santee Cooper never did an

independent estimate of what the owner's cost were
going to be?

A Not that I'm aware of.

Q Are you aware of did anybody from Santee Cooper
work with Ron Clary or Duke Bell or Kevin Kochems

to put those original owner's estimates together?

A I was there. No one else from Santee Cooper was
there.
Q And do you recall if you had any role in preparing

those numbers?
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

A Not directly. I mean, I do recall and I did not
directly have responsibility in preparing the
numbers.

Q And the original owner's costs that were projected
for the company, do you know whether those were
officially filed in front of the PSC?

MR. CHALLY: Object to form.

A I'm not sure. At that time, I was Santee Cooper
and I wasn't keeping up with what SCE&G was filing
and not filing.

Q Well, at the time that you came to work at SCE&G,
were you ever involved in any modifications of the

projected owner's costs that were filed with the

PSC?
A No.
Q Have you ever been told that Ron Clary instructed

that SCANA's owner's cost should be lowered than

what they had originally calculated?

A Yes.

Q And how did you hear that?

A I heard that from both Kevin Kochems and Duke
Bell.

Q And approximately when would you have heard that?

A Oh my goodness. In the maybe 2006/2007 timeframe.

0 So you were still at Santee Cooper?
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A I was Santee Cooper then, yes.
0 Okay. And how did this come up?
A Just in general discussion of the project costs.

You know, as we were justifying the project, we
spent a lot of time on developing a cost for the
project.

Q Okay. And I want to get as much detail as I can
about how you became aware of Ron Clary's request

to lower those cost projections?

A It was just a conversation. I mean, I don't know
how to
Q Okay. And this would have occurred in the

'06/'07 timeframe?

A Yes.

Q And what was your understanding of the impact of
having the owner's cost projection lowered like
that?

MR. CHALLY: Object to form.

A It makes the project look better.
Q How?
A Because it had to be justified on cost. If you

had lower owner's cost, then the project would

look better compared to other alternatives.

Q And what would those other alternatives be?
A Gas, probably a combined cycle gas turbine plant
Thompson Court Reporting, Inc.[OIIO
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or purchased power, I would assume.

Because it's my understanding that the owner's
cost projections would eventually be part of the
PSC filing. 1Is that your understanding as well?
Yes.

And I just want to make sure I'm clear on when
Mr. Clary —-- or when you were informed by Mr.
Kochems and Mr. Belle that Ron Clary had
instructed to lower these owner's costs, was he --
do you believe this was an honest disagreement
about what they should be?

Yes.

Okay. And elaborate on that.

I think what was happening at that time was
Westinghouse was providing SCE&G with projected
numbers of people to operate and maintain the
plant. And there was some disagreement among the
people involved at that time as to how many people
it would take to run the plant. And so that's
what -- that was the basis. Westinghouse was
giving one number and other people at SCE&G were
looking at how many people were at VC Summer Unit
One and the numbers in the different departments
and things like that. And there was some

disagreement among those groups as to how many
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people it would really take to run a plant. And I
guess 1it's a matter of opinion. There had never
been an AP1000 built and operated, so nobody
really knew how many people it would take to run
it and maintain it.

0 And the dispute was, or the difference was,

Westinghouse believed there would be a higher

number --

A No. Westinghouse believed it would be lower
numbers.

Q Oh, Westinghouse believed there would be lower
numbers?

A Yes. That was one of their selling points of the

plant, is fewer people to operate it because it
had more modern control systems and the
maintenance would be easier on a lot of the
equipment and things like that. So it could
produce the same amount of power with fewer
people.

Q Okay. Have you ever participated in the

preparation of any filing of testimony with the

PSC?
A Yes.
0 In what role?
A Primarily just an advisory role. The testimonies
Thompson Court Reporting, Inc.( 00000
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would be prepared and we would have a meeting in a
room similar to this, people sitting around a
table with the draft of the testimony. We would
read through the draft and discuss, you know, the
validity of the information that was in the
testimony and whether it could be said in another
way better or whatever. But in general, the
testimony was already prepared and this was just
like a review session of the draft.

Have you ever given any testimony to the PSC?

No.

Did you have any role in the original application
to the PSC for the initial approval of the nuclear
plants?

No.

Did you have any role in the NRC license
applications?

Just providing the input for Santee Cooper's
portions of it. For example, transmission lines.
Santee Cooper transmission lines had to be -- all
the environmental work done. And that information
was provided for the NRC license.

And what about any role in the EPC contract
negotiations?

Yes.
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Q All right. Give us, as best as you can, your

summary of your involvement.

A That was two years of involvement.
Q Okay.
A But we had almost as many attorneys in the room as

we have here today, and representing all of the
entities: Westinghouse, Shaw at that time, Santee
Cooper, and SCE&G. And the EPC contract was just
hammered out over months of meetings and arguments
and disputes and --

Q Was there a particular area that you had a
responsibility for or --

A No. Didn't have a responsibility for any
particular area.

Q Had you, at Santee Cooper, participated in the
negotiation of EPC contracts on other types of

plants before?

A Yes.
Q And can you give me an example of --
A Santee Cooper's normal process of construction did

not use EPC contracts, but with the Rainey
Generating Station, which was a General Electric
combined cycle gas turbine site, we did have an
EPC contract for the power block, we called it,

which was the gas turbines, the steam turbine, the
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Kenneth Browne - September 25, 2018
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Electric & Gas Company, et al.

heat recovery steam generator, the power plant
itself, that we awarded that through an EPC
contract with General Electric. And I was
involved in the negotiation of that contract and
responsible for managing the GE portion of the
station.

0 What time frame would that have been?

A Roughly 1999 til 2003.

Q What would you say would be the most significant
differences between the EPC relationship and the
Rainey Generation Station and the VC Summer
situation?

MR. CHALLY: Object to form.

A I'm not sure of the --
Q I just was wondering if there was anything that
struck out -- or stuck out to you as different in

the way that the EPC contracts were handled.

MR. CHALLY: Same objection.

A Not really. I mean, of course, the VC Summer EPC

was much larger. I mean, the Rainey Station EPC,
if I remember correctly, was in the $300 million
range for the total project and VC Summer was
originally over $6 billion. So you get an idea of
the order of magnitude there. But EPC contracts

are different animals. The contractor is
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

responsible. You know, he's -- it's almost a
turnkey concept. So the contractor is responsible
for doing the design, procuring the equipment and
constructing it.

Q We're getting ready to talk -- I'm getting ready
to shift into the topic of the Westinghouse
bankruptcy, but before I do, at the time of the
EPC negotiations, were there ever any discussions
about a potential of Westinghouse going bankrupt?

MR. CHALLY: Object to form.

A Not as something that was expected, but you always
have to consider that as a possibility. So, you
know, it was not an unusual amount of discussion
over it because of the size of the contract or
anything, but whenever you're having a contract
you should always have some way to terminate the
contract, you know, for either party. Or if there
is a bankruptcy, what are you going to do. 1It's
just a good practice to follow.

Q And do you recall if there was any particular
aspect of the EPC contract that was intended to

address that potential?

A Yes.
0 And what was that?
A That was the proprietary material that
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Westinghouse owned regarding the design. There
was —-- we called it a lockbox. I'm not sure
really what it was -- the real name of it is. But

Westinghouse was supposed to put information in
that box somewhere to allow SCE&G to finish the
construction if for some reason Westinghouse were
to pull out. And we paid for that box. And I
assume Westinghouse put all the materials in
there. It was not available to us unless there
was an event, you know, a triggering event that
caused us to go to get that material.

0 So, as I understand it, part of the EPC contract
had provided that the intellectual property, kind
of how to run the things, the computers and very
different -- wvarious different elements of the
plant would be put into this lockbox so that if,
for some reason, Westinghouse was unable to

perform, SCANA could access 1it?

A Well, how to construct it.
Q How to construct it?
A How to construct it, right. It was the

intellectual property regarding the construction
and all of the -- the NRC requires a bunch of
calculations and computer models and all that sort

of thing that normally the owner would not have

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

56

€1GJo /G abed - 3-0/€-2102 #19X20Q - DSOS - Wd 02Z:€ ¥ 4890100 810Z - A3 114 ATIVOINOY L0313




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

access to unless for some reason Westinghouse was
not there anymore and you needed it to finish
constructing the plant.

Q What about any financial -- I mean, that's an
intellectual property, I guess, protection. What
about financial protections? Anything in the
contract designed to --

A I don't recall. 1It's possible. 1It's been a while
since I read that contract, but I don't recall
anything for financial issues regarding
bankruptcy.

Q Do you recall if there was ever any discussion of

having a performance bond in place?

A Yes.
Q All right. Tell me what you recall about that?
A What I recall about that was Westinghouse and

Shaw, at the time, saying, "Sure, we'll have a

performance bond, but you're going to pay for it."
And it would be very expensive. So, I mean, that
was pretty much an owner's decision to not require

the performance bond because the cost was

exorbitant.
Q But you recall those discussions occurring and
Shaw and Westinghouse not paying -- or not saying

they would pay for it, but, you know, SCANA was
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welcome to do so?
A Sure.
0 And do you know if SCANA undertook to evaluate the

options of getting a performance bond?

A I don't recall, but I don't think they seriously
did.

Q And why would you feel that way?

A Because the cost was so enormous it would -- I

mean, I don't know what the cost would have been,
but I was told that, you know, it was a cost we
couldn't stand to get a bond for a $6 billion
construction project.

0 Do you know who at SCANA would have looked at the

potential of getting a performance bond?

A I would assume their risk-management, but that's
just an assumption. I really don't know.
Q And if you were going to go ask somebody at SCANA

to try to find that information out, who would be
the person you would ask to see if that was done?

A There was a gentleman there named Mark Cannon, but
he's not there anymore.

Q Okay.

A I think he was over -- you know, remember, at that
time, I was Santee Cooper and not SCE&G, so I

didn't know a lot of the internal behind the
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scenes SCE&G things going on. But I would start
with Mark Cannon.

0 I know it's been a while and I'm just curious to
know if you ever heard of any figures of

approximate cost of what a performance bond would

A I don't recall ever hearing.

Q Besides the discussion about a performance bond,
any other I guess what I would call sort of
financial protection mechanisms in the EPC
contract negotiations that could address a

potential contractor bankruptcy?

A I don't think so.
Q What about the Toshiba guarantees, the parental
guarantees that ended up being -- I guess that

ended up getting paid after the bankruptcy. Do
you recall discussions about those?
A Those discussions were primarily at the time we

negotiated the fixed-price agreement.

0 Okay. And what was that time frame?
A 2015, maybe October 2015.
Q Well, as we've been discussing, eventually

Westinghouse did declare bankruptcy in March
of 2017.

A Yes.
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Q You were no longer employed at SCANA at that time?
A Correct.
Q How did you first hear about Westinghouse's

bankruptcy? Newspaper or somebody call you?
A Newspaper or television news or something. I

don't -- nobody called me and told me that.

Frankly, after I left the project, I tried to

forget about it.

0 And why was that?

A Why did I try to forget about it?

0 Yeah.

A I left with a bad taste in my mouth. I was not
pleased with the way things were going.

Q Well, I want to give you the opportunity to
explain what you mean by that.

A The schedules were continuously pushing out, as we

discussed earlier this morning. They were not
meeting their performance efficiencies; schedule
was pushing out and continually made promises that
they didn't keep, as far as improvements. You
could look at their month-to-month performance and
if you drew a line on their performance, it would
be 2030 or later before they finished the plant.
And everybody was still moving forward and acting

like they were going to finish it in 2020.
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Q When you said "everybody" in that last statement,
I want to understand who you mean by everybody was
acting like it would be done in 20207

A The management of the contractor and the
management of SCE&G.

Q But based on the -- and did you actually do that
work? Did you look at the actual historical
performance data-to-date and figure what a
realistic completion date would be?

MR. CHALLY: Object to form.

A Yes.
Q And take us through what your conclusions were.
A I don't remember the specific dates, but it was

certainly in the late 2020 to 2030 timeframe,
unless performance was to show a drastic
improvement. And what was happening, their
performance was not improving. The time was going
by so the curve to finish the plant was getting
steeper and steeper and steeper to the point of,
you know, you would have to put 20,000 people on
the site to get the number of man hours on the
project in the time left to finish.

Q And would SCANA management have been aware of that
situation?

MR. CHALLY: Object to form.
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A Yes.
Q And how do you know they would have been aware?
MR. CHALLY: Same objection.
A Because they said in meetings where I presented
that information. Or I didn't present it, I would

dispute with the people from the contractor who
were saying they were going to finish on time, and
I would say you're not going to finish on time.

If you take your performance that you're doing
right now and you carry it out, it's Jjust simple
math. When are you going to finish, because
you're not going to finish when you're saying you
are. And management would be in that same
meeting.

0 And did the contractor ever come back with a
satisfactory explanation to your opinion about how
they were going to make this change?

MR. CHALLY: Object to form.

A No.

Q Did they try to ever give any, I guess, concrete
examples of what they were going to do different?

MR. CHALLY: Same objection.
A No.
Q Did you ever have any discussions then afterwards

with management about that schedule and your
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Electric & Gas Company, et al.

conclusion that it would be the late 2020s or
2030s?
MR. CHALLY: Same objection.
A The discussion with my immediate supervisor and

Carlette Walker.

Q And who was your immediate supervisor?

A Skip Smith.

Q And describe what you recall about those
discussions.

A There's no dispute. It was an agreement. I mean,
it was clear that -- you know, I used to say Ray

Charles could have seen it because it was so
obvious, but nobody wanted to do anything about
it.

Q When you say "nobody," who would you include in

that list of people who could have done something

about it?

A It would have to be the management of SCE&G.

0 And the individuals we talked about earlier, Mr.
Addison, Mr. Byrne, Mr. Marsh?

A Primarily that would be Steve Byrne and Kevin

Marsh. I don't know that Jimmy Addison is a

financial -- he was the CFO at the time. I don't

really know what he could have done, but

Q When you made the statement or when you recall

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

63

€1G Jo $9 abed - 3-0/€-2102 # 39X20Q - DSOS - Wd 02Z:€ ¥ 4890100 810Z - A3 114 ATIVOINOY L0313




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
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having made the statement that "Ray Charles could
see it," I just want to be clear on our record,
what is the "it" you would consider that even Ray
Charles could see?

A The performance curves and the absurdity of
finishing the project on schedule at the current
rates of performance.

0 And approximately what time frame are we talking
about this going on?

A I guess it really became obvious in the 2015/2016
time frame when the time was getting so close that
there was not enough. You know, it Jjust became
unreasonable to think that a -- the change
required to finish on time could be implemented.

Q And was there any triggering event or study or
work that occurred in that timeframe that, I
guess, brought this to a head?

MR. CHALLY: Object to form.

A I guess the Bechtel study. But everybody wants to
draw attention to the Bechtel study. There were
people in the project who knew everything that was
in the Bechtel study before Bechtel ever showed up
on site.

Q When did they show up on site?

MR. CHALLY: Object to form.
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

A I'm not sure when they showed up. I was not
involved at all in that study.

Q But as I understand it, you don't believe the
Bechtel study brought any new information to those
people actually on the site?

A Very little.

Q What is your understanding of some of the major
issues that Bechtel discussed in their study?

MR. CHALLY: Object to form.
A I don't -- I've never read the Bechtel study.
Q Okay. We had discussed you learning of

Westinghouse's bankruptcy, I guess through press

reports?
A Yes.
Q What thoughts went through your head when you

heard about it? What was your reaction?

A Disaster. The project, there's no -- the only
thing left for that project was the fixed-price
agreement. And when we negotiated that
fixed-price agreement, it was like the last ray of
hope that the project could be finished was if
Toshiba was going to stand behind it and truly
take a loss on the project to be able to finish it
and sell other plants. That was the argument that

we were presented with. They knew they were not
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

going to make money on this, on VC Summer and
Vogtle. But their plan was to complete these
projects, have successful plants, and then sell
other plants around the world. And that's the
only concept that would have made it a success for
Toshiba, Westinghouse, SCE&G or Southern Company,
for that matter, was for Toshiba to take a loss
and finish the plants in accordance with their
agreements. And the bankruptcy shot that hope
dead because that got Toshiba out of the
agreement.

Q Let me ask if you recall whether the potential for
either a Westinghouse or a Toshiba bankruptcy was
discussed when the fixed-price agreement was being
negotiated?

MR. CHALLY: Object to form.

A I don't recall any discussions of it. It was
mentioned as an obvious flaw in the plan, but I
don't recall any -- there were no serious
discussions of a bankruptcy that I participated
in.

Q When you say it was mentioned as a serious flaw in
the plan, can you give me an idea of who may have
been having those discussions?

A Again, those were not discussions. They were --
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

it was a more or less, you know, this is a great
deal as long as Toshiba is willing to stand behind
it, and if they were to declare bankruptcy, that
would get them out of it. I mean, you know, and
that was the extent of the discussion that I
participated in.

0 Farlier when we were talking about the EPC, we
talked about potential financial protections that
could be put in place in anticipation.

A Right.

Q Was there anything like a performance bond again
discussed at this time?

A No, not that I recall. We did get an increased
parental guarantee at that time. And I don't
recall how much it was increased, I Jjust recall it
was increased.

0 And if I -- if you wanted to find more information
about the parental guarantee aspect of that
negotiation, who would you talk to? I mean who
would you call up and say, hey, I want to find out
more about --

A I don't know what -- what's the question? What do

you need to find out?

Q How the negotiations went about on choosing a
price or a -- selecting --
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

A Of the value of the parental guarantee?

0 Yeah.

A I guess you would probably have to talk to maybe
Kevin Marsh and Lonnie Carter. I think they were

the ones that were

Q After the Westinghouse bankruptcy became public,
did you either contact or were you contacted by
any of the -- of your former coworkers at the site
to discuss the bankruptcy?

A Not specifically. I mean, we had contact because
I occasionally do talk to them, but I don't recall
any specific discussions of the bankruptcy or the
effects of the bankruptcy or anything like that.

0 Earlier when we were talking about the EPC
negotiations and the lockbox for the intellectual
property to be able to finish the construction,
after the Westinghouse bankruptcy, have you -- did
you have any discussions with any of your former
coworkers about the potential for SCANA to finish
the construction project?

A No.

Q Have you ever had any discussions with any of

Westinghouse employees about the bankruptcy?

A No. In fact, I've not had any discussions with
any Westinghouse employees about anything. I
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Electric & Gas Company, et al.

don't think I've seen one since I left the

project.
Q And what was the date that you left?
A July of 2016, end of July. I don't recall if it

was the last day of July, but it was like the last
Friday of July 2016.

Q And how did you come to leave the project or leave
employment at SCE&G?

A I resigned.

Q I guess I want to hear your story on how your
resignation came to be. Was it you had reached a
certain age? You know, I turned X age, I'm
retiring or --

A I could. The last year I was at SCE&G, I worked
part time. My goal was during that part-time
period was for Skip to find somebody to take my
place and for me to train them and leave. And
that goal was conceived in sometime in 2015.

Q What brought about conceiving that goal?

A Several things. Number one is I have an
89-year-old mother who lives alone in Charleston
who needs assistance occasionally. She's also a
customer of SCE&G, by the way. At that -- in
2015, she was experiencing some health issues and

that's why I went part time was to spend time with
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

her helping her out, getting her to recover. And
I always had the goal and plan of moving back to
Charleston. I've not done it yet. I still live
up here in Columbia, but -- or the Charleston
area. I've got two daughters that live down there
as well. Four grandchildren down there. My wife
spends a lot of time down there and she wants to
move down there, but -- so, you know, all of that
plays in. The number one reason that I left is
because I could. I was retired from Santee
Cooper. I was approaching the magical age of

59-and-a-half and didn't need to work anymore.

Q Prior to you leaving, was Fluor brought onto the
project?
A Just prior to my departure. They were brought on

in January of 2016 and I left in July.

Q Did you have any involvement with on-boarding
Fluor onto the project?

A During the period of November and December 2015, I
took part in an off-site exercise with Fluor in an
effort -- I don't remember how many teams there
were, something like 15 or 17 teams, that were
developed to improve processes and the way things
were going on the project. And I happened to be

placed on the project controls team and I worked
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

directly with Fluor and Westinghouse off-site for
most of the month of November and about half of
December 2015.

Q What was Fluor's role going to be on the VC Summer
project?

A Fluor was coming in as the contractor for
Westinghouse, as opposed to a partner which was
the way CB&I -- it was structured as a partner
relationship. Fluor was coming in as a contractor
working under the direction of Westinghouse to do
the construction of the project.

Q Do you know i1if Fluor ever performed any type of
estimate as a cost to complete the project before

it began work?

A Not before they began work.
Q Okay.
A I assume they did. And I've heard that they did

do a cost to complete estimate after they started
work. But when they came onto the project they
were still operating with the CB&I/Westinghouse
cost estimate.

Q Well, who would you have heard that Fluor may have
completed its own cost to complete estimate? How
would you have gotten that information?

A I believe it was in the paper. I think that was
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one of the reasons that the project was eventually

canceled was because the Fluor cost estimate was

more than -- and actually probably the reason that

Westinghouse went bankrupt was because of that

estimate.
Explain what you mean by that.

MR. CHALLY: Object to form.

When Fluor prepared their cost estimate -- and

this is all an assumption because I was not there.

I don't know, but I would assume that Fluor

performed a cost estimate and saw that the cost

was much greater than the fixed-price agreement

that Westinghouse had executed, and Westinghouse
says we're not willing to take that much of a
loss, so we're going to declare bankruptcy. That
is pure conjecture, but a rational person would
assume that that's what happened.
If you wanted to find out more information about
Fluor's cost to complete work, like who prepared
it, how it was done and what basis they use for
their calculation, who would you talk to?

MR. CHALLY: Object to form.
I have no idea.
If you wanted to try to find that out from

somebody at SCANA, who would you call at SCANA to
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say, hey, who do -- who knows at Fluor what they
did?
MR. CHALLY: Object to form.

A I'd probably start with Kevin Kochems, but I have
no interest and don't know.

Q Okay. Do you remember any approximate dollar
figure of what the Fluor cost to complete was?

A I have no idea.

Q Was Fluor coming on board related to the switch to

the fixed-price contract?

A Yes.
Q Can you describe how?
A Yes. In the time period when the fixed-price

contract was negotiated, the partners, CB&I and
Westinghouse, were fighting with each other more
than they were fighting with us. And I think they
came to a separate agreement that CB&I would exit
the project. The problem was CB&I could not exit
the project without the owner's approval because
of the joint and several liability in the
contract. So the two parties -- it's my
understanding because I was not there for the
meeting, but I understand that Westinghouse and
CB&I came to the management of Santee Cooper and

SCE&G and said here's the deal: CB&I wants out;
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Kenneth Browne - September 25,
et al. v.

et al.

Richard Lightsey,

Electric & Gas Company,

we want them out; what can we do to get you to
agree to let CB&I exit the project. And that was

the birth of the fixed-price agreement.

Q So

A So Westinghouse gave us a fixed-price contract and
we gave CB&I permission to exit the project. And
Fluor came in as the constructor at that time.

Q And the amount of the fixed-price contract, as we

discussed earlier, it's your understanding was for
an amount dramatically less than the actual cost
to complete it?
A That was my belief at the time, yes. We actually
did an analysis that compared many -- options is
not the right word, but possibilities,
eventualities of price. And almost all of the
possibilities came out higher than the fixed-price
contract. And that's how we justified the
fixed-price contract.

0 Let me make sure I understand that. These would

have been persons at
the possibilities of

fixed-price contract

A No. We had an offer of what the fixed-price was.
Q Okay.
A But we did an analysis to determine whether that

SCE&G making an analysis of
what the price of a

should be?
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Electric & Gas Company, et al.

was a good price or not.

Q Okay.

A If our eventualities of prices came out less than
the fixed-price contract, then you wouldn't
execute a fixed-price contract. But almost all of
the -- we did a Monte Carlo analysis. And almost
all of the results were higher than the
fixed-price.

Q Give me an idea of how that analysis was
undertaken by SCANA, the different possible
prices. Did y'all form a team? What did y'all --
how did y'all do that?

A Well, they used our cost model, the cost model
that we discussed earlier today, and we gave that
model to the -- I'm not sure what the name of the
group 1is, but it's Dr. Lynch's group at SCE&G.

Joe Lynch and his folks did the statistical
analysis to --

(Interruption)

A So they used our cost model, the NND cost model,

and applied a statistical analysis with that
model. And I don't know if it was a team or might

have been two people that work under Joe Lynch at

SCE&G.
Q All right. Well, let me make sure I'm keeping all
Thompson Court Reporting, Inc.[OIIO
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my models straight and everything else.

A Sure.

Q If I understand it, there was the Westinghouse
cost model that we discussed where they were going
to be getting done in around the 2020 timeframe?

A Right.

Q There was the numbers that you and others had come

up with that projected it more closer to 2030

timeframe?
A That was not in the model.
Q That's what I'm asking.
A Okay.
Q Which model were you using or whose model were you

using to do the analysis?

A We were using the NND Cost Model, the same thing
that I went over with the FBI in the interview
that day. And there's surprisingly very few

variables in that model.

Q Okay.
A And the analysis group did a statistical analysis
of changing those variables, what -- you know,

what's the most likely, what's the least likely
outcome. And that's how they came up with the
projected cost above the fixed-price.

0 Now, 1is that NND cost model, was that the same
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cost model that was used to prepare the numbers
submitted to the PSC?
MR. CHALLY: Object to form.

A The numbers submitted to the PSC did not come out
of the model. The numbers submitted to the PSC
came from Westinghouse and CB&I. Those were
contractor numbers; those were not owner numbers.

Q But at the time that the PSC -- or the numbers
were submitted to the PSC, did SCANA have this NND
cost model in place and available?

MR. CHALLY: Object to form.

A Yes.

Q Do you know why the Westinghouse numbers were
submitted to the PSC instead of the numbers from
SCANA's NND cost model?

A I know one reason that was given to me. And that
reason was that if we were to submit a cost higher
than the cost that our contractor told us they
would finish the project for, it would, in effect,
be a contingency. And the Public Service
Commission had ruled against any form of
contingency on the project. So when you have a
contractor who is giving you a price to build
something, if you've been told you can't have a

contingency, which I think is ridiculous, then you

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

77

€1GJo g/ abed - 3-0/€-2102 #39X20Q - DSOS - Wd 02Z:€ ¥ 4890100 8102 - A3 114 ATIVOINOY L0313




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

have no choice but to submit the cost that your
contractor is telling you he's going to finish the
project for.
But you would agree that --
Does that make sense?
Yes, I see where you're going with that. And I
just want to make sure though that the numbers
that we're talking about that Westinghouse
submitted as their numbers to complete, those were
different than the numbers that SCANA had
calculated on its own?

MR. CHALLY: Object to form.
Yes.
And under all the different various models that
you ran, 1is it accurate to say that the numbers
Westinghouse were submitting to you were too low
for the actual cost of completion?

MR. CHALLY: Object to form.
If you input the same variables into our model
that Westinghouse used in developing their costs,
you would come out with the same costs that
Westinghouse provided. There was some judgment
applied. For example, in the Westinghouse cost
they told us they were going to have a performance

factor of 1.15, which means that they would
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complete all of their work at 115 percent or less
of the estimated time in the original cost
estimate. Well, historically, they had never even
come close to a 1.15 performance factor. So we
used more reasonable performance factors, in our
opinion, more realistic performance factors which
would result in a higher cost. But all the while
the contractors were telling us we will finish
this project with a 1.15 performance factor.

And the numbers that you understand were submitted
to the PSC were based on the 1.15 performance
factor?

Yes.

Even though historically that had never been
accomplished?

Yes, but that doesn't mean that they were never
going to do it. Do you understand what I'm
saying? It's not likely.

Yeah. Well, what was your personal belief about
whether it was doable or not?

I don't think it was doable, my personal opinion.
But there were other people that had the opinion
it was.

Who would that have been?

Other people weighing into the decision. I'm sure
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Alan Torres, Ron Jones, you know, other people
higher than me at SCE&G were saying it's
reasonable, they're going -- you know, they're
going to come in and make changes and meet their
performance. I'm always a glass half empty kind
of guy, and I didn't think they were going to do
it.

0 During the time that there was negotiation and
eventual switch to the fixed-price contract, were
there any discussions of any of -- I guess -- 1
would imagine there had to have been discussion of
the benefits and risks of this switch. Is that
fair to say?

A Yes.

Q And what do you recall being sort of touted as the
benefits and what do you recall being highlighted
as the risks?

A The benefits obviously were coming up with a cap
on the cost of the plant. The risk was having a

contractor who was not going to stand behind the

agreement.
Q And that eventually happened with the Westinghouse
bankruptcy?
A That eventually happened with the Westinghouse
bankruptcy.
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Q Have you ever heard any discussions or, I guess,
speculation about whether the switch to the
fixed-price contract actually contributed to the
Westinghouse bankruptcy?

A I've never heard anything about that, but I think
it's a rational conclusion.

Q And can you explain why you believe that would be
a rational conclusion?

A Because had they not switched to a fixed-price
contract, they were guaranteed to always make a
profit no matter how much the plant cost. But
once they agreed to the fixed-price, that put
Westinghouse on the hook and their guaranteed
profit was gone, vaporized.

Q I'm having a -- and I'm just having difficulty
understanding the benefits of the switch to the
fixed-price contract for Westinghouse. I mean,
you mentioned letting -- they needed CBI switched
out for Fluor, but I guess I have -- can you tell
me what you understood to be the benefits to
Westinghouse --

MR. CHALLY: Object to the predicate and the

form of the question.

A The only benefit that I can see is getting out of
the agreement with CB&I. And we don't know -- we
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did not know at the time how bad that dispute was.
Apparently, it was pretty bad for them to be
willing to accept the fixed-price and as an
exchange.

Q Do you recall if anybody at SCANA was opposed to

switching to the fixed-price contract?

A I don't recall anyone being opposed to that.

0 And prior to finalizing the fixed-price
arrangement, you took part in using the - I want
to make sure I get it right. - the NND -- what do

we call 1it?

A Cost model.

0 Yes, NND cost model.

A Yes.

0 To determine whether it was a good deal for SCANA
to enter into?

A Yes.

Q And that's because in order to figure out if it
was a good deal or not, SCANA had to know what it
would actually cost to finish the project?

A Correct.

Q And in making that calculation, they did not rely

on the Westinghouse numbers that were submitted to
the PSC for cost of completion?

MR. CHALLY: Object to form.
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A The Westinghouse numbers that were submitted to
the PSC for cost completion were a year prior to
the fixed-price negotiation.

Q Okay.

A So we did not use the Westinghouse numbers, and it
would not have been appropriate to use
Westinghouse numbers.

Q Any reason not to use them as appropriate besides
that they were a year old at that time?

MR. CHALLY: Object to form.

A No. Other than the fact they used the 1.15
performance factor, which was becoming all more
unlikely a year later.

Q In the year since those numbers were generated,
the PF factor didn't get any better. 1Is that what
you're saying?

MR. CHALLY: Object to form.

A Yes.
0 Did it, in fact, get worse?
MR. CHALLY: Object to form.
A I believe it did. I can't say for sure because I
don't recall the exact numbers. But I believe

that the cumulative performance factor did get
worse over that period.

0 And at that time, would it also have been true
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that the anticipated schedule for completion would
have also been out of whack, to use a layman's
terms, as supposed to, you know, just as the cost
would have been?

MR. CHALLY: Object to form.

A I don't understand the question, honestly.
Q It's probably because it's a terrible question.
But the -- in addition to the PF factor of 1.15

being a basis of the Westinghouse numbers, the
performance since that date, the schedule also was

continuing to be impacted by the performance, so

A Obviously, yes.

Q So a year later whenever you're looking at the
fixed-price arrangement, the --

A In fact, the schedule was changed with the
fixed-price arrangement. I don't remember the
details of the dates, but the schedule was pushed
out at the time of the fixed-price arrangement
and -- the performance factor does not directly
affect your time in the schedule because you can
always bring more people on. If it's taking you
twice as long to do something, you can double the
amount of people and get it done in the same

amount of time.
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Q How would the cost for that be -- be allocated?
A The cost would double, if you doubled your
performance. If it took you twice as long to do

it, the cost would double, but your time would be
the same. But if you have a fixed-price
agreement, the cost is no longer relevant to the
owner because we have a fixed-price, it's just a
matter of whether they can get enough people to
get the job done.

Q So prior to the fixed-price agreement, if SCANA
had wanted to push for a doubling of the workforce

to double or to half -- cut in half the PF factor

A That doesn't change the PF factor. The PF factor

stays the same.

Q Okay.

A You just get the work done on time.

Q Okay.

A And it would have cost the owner twice as much.

Q So that would have been the labor under the
agreement prior to the fixed-price situation,
SCANA --

A Target price.

0 Target price.

A Time and material, for a layman's term.
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Q Okay. And that -- the risk associated with the

labor PF factor was born by the owner?

A That's correct.
0 That was SCANA?
A That's correct. After the fixed-price, the risk

for the labor cost was born by the contractor.
That's why the fixed-price was a good deal.

0] Just to be clear, that's not -- there are some
limitations on that as far as, for instance, when
you talk about doubling the number of people —--

A Oh, absolutely.

0 You can't put them all in the same --

MR. CHALLY: Object to form of the question.

Q You can't put them all the same room. If you only
have limited space, you can't just say we're going
to double the workforce --

A You can't necessarily hire them.

MR. CHALLY: Object to form.

Q And why is that?

MR. CHALLY: Same objection.

A You have to have the availability of resources.

At that time, CB&I was having a hard time hiring
people to staff the project. So every time they
would hire, they would need 20, they would hire

ten and loose three. So, you know, it takes you a
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- © B

O

long time. And they could not ever reach their
number of people that they needed to do the
construction.
Was that an issue from the beginning of the
project or did that arise at some point during the
project?
That was an issue from the first day of the
project.
That CB&I was not able to actually hire --
Shaw at the beginning.
Oh, Shaw. Okay.
Yes.
In other words, they -- if I understand what
you're saying, your understanding was that it
wasn't an unwillingness to hire these people, they
just were not able to find them?

MR. CHALLY: Object to form.
It was my understanding they were not able to
find -- the biggest problem, believe it or not,
was the passing of drug tests. When half of your
people show up to the site and can't pass a drug
test, you have a hard time staffing a project.
And I don't know what the exact numbers were, but
it was astounding at the number of people failing

the drug tests to work on the site.
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Q Just as a general question, the drug test, was
that something all persons on the site had to take
or only the contractors?

MR. CHALLY: Object to form.

A Everyone on the site had to pass a drug test.
Q So were you yourself drug tested?

A Absolutely.

0 Was the management of SCANA ever drug tested?

MR. CHALLY: Object to form.

A I'm sure they were. Anybody that works on a site
under the control of the Nuclear Regulatory
Commission has to pass a drug test. It's not a
SCANA requirement, although it is, but it was an
NRC requirement.

MR. HALTIWANGER: Y'all want to take a break?
We've been going longer than an hour. Take a
break and get sandwiches?

MR. CHALLY: That's fine.

VIDEOGRAPHER: This is the end of tape number
two in the deposition of Kenneth Browne. We're
off the record at 12:29 p.m.

(Off the Record)

VIDEOGRAPHER: This is tape number three in

the deposition of Kenneth Browne. We're on the
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record at 1:19 p.m.

BY MR. HALTIWANGER:
0 Okay. Mr. Browne, when did the switch to the

fixed-price agreement take place?

A October of 2015.

0 And what impact --

A Well, that's when we executed it. I guess it
really took place January of -- January 1lst I

think was the effective date.

Q Okay. And if I understand it correctly, the
contract gave SCANA the option to switch to a
fixed-price arrangement?

A Yes.

Q And you're saying that that was exercised in
October of 20157

A The contract was executed in October. I can't

remember when the switch was made. But it was

the reason it was done in that manner is because

there was a cost increase, and the cost increase

could not be approved without getting approval

from the Public Service Commission. So we had to

do it in steps.
Q Okay.

A We executed it without option knowing we were
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going to exercise the option unless there was
something really drastic was to happen. And then
we exercised that option. And I don't recall, I
guess 1t was probably November that the option was
exercised.

Q And was it everybody's understanding that the
option would be exercised? You just had to set it
up in stages in order to get it approved by the
PSC?

A Yes. Well, if the PSC had not approved it, it
wouldn't have been exercised. But that was the
intent.

Q Okay. And what impact did the switch have on the
amount of money SCANA was paying monthly to
Westinghouse? Did it go up, did it go down, or
did it stay the same?

A The way the contract was structured, the
fixed-price, there was a period of several
months -- and I can't remember how many months it
was that we were to be making a lump sum payment
in lieu of milestone payments. And those payments
were —-- there was a little bit of disagreement
within our company about that, but we agreed to
pay, I think it was $100 million a month. I can't

remember for sure how much it was, which was
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probably about 40 million more than what we had
been historically paying per month. And during
that period, we were supposed to agree to a
milestone payment schedule which would have
construction milestones to be completed and
dollars associated with those milestones to be
paid. And I left in July of 'l6, and the
milestone payment schedule had not been agreed
upon at that time because we were disputing with
the contractor over the milestones and the dollars
associated with the milestones. What we were
trying to do was see that we did not get upside
down, 1if you would, on making more payments than
the work had been completed to justify.

Q Okay. So -- and I just want to make sure I'm
understanding your testimony, the -- SCANA was
paying a varying amount every month before the

exercise of the fixed-price agreement?

A Yes. Yes.
0 And --
A Typically in the 50 to -- probably 50 to

$70 million a month. Occasionally there might be
an outlier where there might be a hundred, but
then after the execution of the fixed-price, I

think the first six months were $100 million a
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month. I can't remember exactly what that was.

Q All right. I want to jump back in time from that
period to when the project began. Obviously,
there was some what I would call the original cost

projections for the project.

A Okay.
0 And those were filed with the PSC, correct?
MR. CHALLY: Object to form.
A Yes.
Q And based on your recollection, from the beginning

of the project, how many times was the projection
for the cost of completion changed?

A I couldn't tell you. If you recall, the first
three years of the project, I was working for
Santee Cooper. I didn't keep up with it.

Q Okay.

A And honestly, after I did go to work for SCE&G, I
didn't keep up with the PSC filings because that
was not my area, and I just didn't worry about
that.

Q Okay. Well, let me then switch to an area that I

do believe you were involved in, which was the EAC

team.
A Yes.
0 What does EAC stand for?
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A Estimate at completion.
0 And --
A It's total price, if you will. That's from

beginning to end how much is the project going to
cost.

0 And was this a -- let me -- I want to make sure I
ask correctly. What is your understanding of how
the EAC team came to be?

A Which team are you referring to? The owner's team

or the contractor's team.

0 Okay. Well, let's start with each of them. The
contractor's team, how did -- that would have been
Westinghouse?

A That would have been Westinghouse and CB&I at that
time when the EAC was developed. I'm assuming

you're talking about the 2014 estimate. Is that
the one you're --
0 Well, is that the first EAC team -- EAC SCANA team

that you're aware of?

A Yes.
Q Okay.
A There was a team with Westinghouse and CB&I

developed the EAC. And there was a SCANA team
that reviewed that EAC. They presented that to us

and we reviewed it and made comments to our
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management on the estimate.

Q What were you told or what did you understand to
be the reason Westinghouse undertook to create its
EAC?

MR. CHALLY: Object to form.

A It's good project management to have an updated
estimate. Their estimates were not good at the
time. And for their benefit and for the owner's

benefit, they undertook that effort, which was a
sizable effort. It took several months of I don't
know how many people working on that cost
estimate.

) Well, I guess, do you know if SCANA asked them to
undertake this? Did they come to SCANA and say
we're going to do this or was there an event that

everybody agreed, okay, after this we're going to

A I'm not sure why. I don't know if there was an
event that kicked it off, honestly. I know we had

been asking for it for years.

Q When you say we --

A SCANA.

Q And anyone in particular pushing for it?

A I was pushing for it.

Q Okay. Did you have any allies with you saying we
Thompson Court Reporting, Inc.( 00000
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>0 b= )

need to have an EAC process?

Yes.

Who would have been --

My boss Carlette. That was my circle of influence
right there. I assume our management was wanting
an EAC as well, a cost, you know. It's just
another name for cost, project cost.

Okay. When was the EAC team -- and I'm going to
refer to the EAC team as the 2014 SCANA EAC team.
Right.

When was that EAC team formed?

Probably August timeframe of '1l5. It was around
the time we got the cost in from
Westinghouse/CB&I.

August 'l5 or August '14?

'14. I'm sorry, 'l4.

Okay. And who was on that team?

That was Kevin Kochems, Margaret Felkel. I
believe Kyle Young was on there, I'm not sure.
And myself. And Marion Cherry was sort of an ad
hoc member. He was in and out.

How were those individuals selected?

Our -- well, it was my Jjob. It was Kevin's job.
The others, Margaret was in our contract

compliance group. She was put in on the team for

Thompson Court Reporting, Inc.[OIIO
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b

@) >0

a couple reasons, and I'm not sure, but to learn
how to do it because she was fairly young and
didn't have a lot of experience in that. And she
was on the team for that purpose. Kyle Young was
there to represent the construction group.

Was Sheri Wicker on that team?

I think she may have been. I can't recall for
sure.

And I want to get a feel for how long did the EAC
team operate?

About a month.

About a month.

Yeah.

And was this -- how often or how much of your
workday would have been devoted to the EAC work
during that month?

Practically all day during the month.

Okay. And would that be accurate for all the
members of the team?

Pretty much. Now, Marion was in and out. Kyle
Young was in and out. The rest of us spent, you
know, pretty much full-time on that several

days —-- or for a month.

During your time at SCANA, did you ever

participate in any other projects similar to the

Thompson Court Reporting, Inc.[OIIO
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EAC team?
A I don't think so. I'm not going to say for sure
or not. I mean, our job was really sort of like

that, so I did it for several years, but --

Q Okay.
A -- not a focused group effort like the EAC team.
Q And if I understood what you said earlier, the --

I guess the starting point for the EAC team work
was the reception of Westinghouse's EAC?

A Yes.

Q What were you provided from Westinghouse? Was it
a spreadsheet --

A Multiple spreadsheets and backup information. And
what we did is we took the information from
Westinghouse. We spent probably a week or two
with it. Came up with questions and then we
conducted interviews of people within Westinghouse
with their project controls group and their
accounting group to come in and explain a lot of
the information that they had transmitted to us,

because some of it didn't make sense to us,

honestly.
Q Can you give me an example of that?
A The way they did their cost estimates for labor,

we had to have someone from the project controls
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come in. And they had switched the categories of
work and we almost had to have a roadmap to show
how they changed from the original cost to the new
cost that was in the EAC, because they changed
numbers -- account numbers and things like that.

0 So this wasn't -- i1if I understand that, was there

an original EAC from Westinghouse?

A There was an original cost, yes.

Q Original cost, okay.

A Yes.

0 And did that have a name? When y'all referred to

that material, did that have a —-
A It did, and I can't remember what it was.
Q Okay. Well, that's -- like I said at the very

beginning, if it comes to you later --

A Right.

Q -- just interrupt and let me know.

A It had a -- it was the -- I don't know, cost
estimate. You know, I don't remember. It had a

name that we called it and we had it, but we had
the original file and then we got the EAC and the
two didn't match up directly because they had
changed some of their categories.

Q And that is what you had Westinghouse come in and

explain to you what they had done?
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A

Q

Yes. It was actually CB&I, not Westinghouse.
Okay.

Most of the cost that we were dealing with at that
time were CB&I cost, because the -- what we were

interested in was the target portion of the

contract. We didn't really care about the fixed
portion. But about 50 percent of the contract was
target price. And so the target price was

primarily a CB&I function, not a Westinghouse
function, at that time before Westinghouse took
over.

Okay. And when you say "target price," what does
that mean for somebody who's not in the business?
Target price is the T&M, time and material,
portion of the contract that had a target that was
set at the original date and modified up; it never
went down. But if they completed -- if the
contractor completed their work under the target,
they got a big portion of a bonus there.

Okay.

If they went over the target, then they went to a
minimum profit percentage. So -- but it was
basically a time and material piece of the
contract, so the risk was on the owner, but the

contractor stood to lose profit if he went over
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that target.

Q Okay. So at the end of the month of the EAC team
work, what happened next?

A We gave a presentation to our management.

Q And who actually delivered that presentation?

b

The whole team.

And who from management was there to receive it?

> 0

I remember specifically that Kevin Marsh was
there. Lonnie Carter from Santee Cooper was
there. Mike Crosby from Santee Cooper was there.
From SCANA, I believe Steve Byrne was there. But
it's been a while and I -- for some reason, I
don't think Jimmy Addison was there.

Okay. And —--

Project manager, Ron Jones, was there.

Anyone else you remember?

>0 b= ©)

Well, our NND management. I don't think Carlette

was there. I think she may have been out at that

time. But Skip Smith, my boss, was there.

Q And I believe I've seen a PowerPoint addressing
this --

A Probably. We did have a PowerPoint of that.

0 Any materials besides the PowerPoint you recall

being prepared by the EAC team?

A We did -- we had a spreadsheet that we developed
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that went along with the PowerPoint evaluating the
cost categories and showing our position on those
costs.

Q And what would you say was the overall conclusion
of the EAC team's work?

A Our conclusion was that CB&I had underestimated
the cost in a number of categories.

Q And can you give me an approximate number of how

underestimated you believe it was?

A I don't recall exactly, no. Less than a billion
dollars.

0 Less than a billion --

A Less than a billion, but it was a substantial
difference.

Q After the presentation to management, what

happened next with the EAC?

A Nothing.

Q Did the EAC team do anymore work, any follow-up-?

A No.

Q What did -- what are you aware of management doing

with the EAC work?

A I'm not aware of them doing anything with it.

0 Did management ever follow up with the EAC team
wanting more information?

A No.
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Q Do you know i1f management used the EAC team work
to prepare any future PSC filings?

A They used the contractor's price. That's, you
know, what I was talking about earlier.

Westinghouse provided us with a price. And our

cost was higher and the position from our counsel
and management was that to file for a higher cost

would have been, in effect, creating a contingency

on the project. What's critical to remember is

the actual cost to the owner was going to be what

the cost was and not what the contractor presented

as the cost, because it was a target -- it was a

time and material contract. So i1f he went over in

labor, they didn't have any skin in the EAC. The

risk was still on the owner.

Q Elaborate what you mean by that.

A If the cost exceeded the EAC, the owner still had
to pay it --

Q How is that --

A Because of the structure of the contract because
it was a target -- or a time and material based
contract.

Q Are you talking about prior to the switch to the

fixed-price?

A Yes. All of this was prior to the switch to the
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fixed-price.

Q Okay.

A And that's why the fixed-price was such a good
deal and so important.

Q So prior to the fixed-price option, whether SCANA
was using the Westinghouse numbers or the EAC
numbers, they were still going to be responsible
for whatever the actual number was going to be?

MR. CHALLY: Object to form.

A Absolutely, vyes.

Q After the -- do you know if there was ever a
second EAC team?

A I don't recall there ever being one, other than
associated with the fixed-price, you know,
negotiation. In a sense, we did the same thing a
year later.

Q And in those negotiations, SCANA did utilize the
EAC team's new nuclear cost projections?

A Yes.

Q Do you remember having any conversations about the
EAC team's conclusions with Carlette Walker? You

mentioned she was at the presentation.

A I don't think she was at the presentation.
Q Oh, you don't think she was at the presentation?
A I don't think she was there.
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Q Okay.
A And yes, we did discuss it with Carlette.
Q And what do you recall about the substance of

those conversations?
A Just explained to her the difference between the
EAC is received from the contractor and what we

felt like was a better cost, which was higher.

0 And what do you recall if she had any reaction to
that?
A She was I guess a little concerned that we were

filing a lower number when we felt like the cost

was going to be higher.

Q Did she express those concerns to you?
A Yes.
Q Do you know i1f she expressed those in writing to

you? In conversation?
A Just conversation.
Q And as best as you can, can you recall any

specific exchanges about her concerns, what she

said?
A No, not really.
Q Did Santee Cooper participate in the EAC work? I

mean, I think you mentioned --
MR. CHALLY: Object to form.

A Marion was involved. He was not full time on our
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team. He was involved and aware. I mean,
obviously, he worked on the model; he contributed
a lot to the model. That probably was his
greatest involvement. And they were present for
the presentation.

0 And I believe I asked you earlier, you, yourself,
have never given any testimony to the PSC?

A Correct, I have not.

Q Did you ever participate in helping Carlette
Walker prepare her testimony for the PSC?

A The way testimony was prepared, and I think we've
been through this before, but the outside counsel
for SCE&G would write a draft of testimony,
everybody's testimony. Then a group of people -
Sometimes I participated; sometimes not. - would,
in a conference room, show the words of the
testimony on the wall and discuss whether it was
accurate, not accurate and, you know, maybe change
words, change things around. But it was a group
effort to prepare all of the testimony that was
submitted with the filings.

0 And --

A That would be for anyone who was giving testimony,
including Carlette.

Q Did Carlette Walker ever express to you concern
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about her 2015 testimony and the numbers being
submitted to the PSC?

Yes.

Tell me what you remember about that.

I just remember that she was not comfortable with
the lower numbers being filed as the -- you know,
the lower cost numbers being filed as opposed to

what the owner had developed as a cost.
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MR. HALTIWANGER: Mr. West, if you would want
to have a conference with your client.

MR. WEST: I would like to have an
off-the-record conference with him.

MR. HALTIWANGER: There's a conference room
right across the hall.

VIDEOGRAPHER: Off the record at 1:47 p.m.

(Off the Record)

VIDEOGRAPHER: We're on the record at 1:57

BY MR. HALTIWANGER:

Q Mr. Browne, there's been a lot of press coverage
of what's been referred to as the Bechtel report
involved in the VC Summer project. Have you seen
some of that press coverage?

A Yes.

Q Were you at SCANA when the Bechtel report was
being prepared?

A Yes.

Q Did you have any interaction with the Bechtel
employees?

A No.

Q Were you aware that Bechtel was on the site or
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what -- were you aware that they were on the site?
A Yes.
Q What was your understanding of what Bechtel was
doing?
A It was my understanding that Bechtel was there to

evaluate the project management, evaluate the
construction contractors and make recommendations
for improvements to aid in completing the project
on schedule and budget.

Q And was that your understanding at the time or is

that something you learned later?

b=

That was my understanding at the time.

And who informed you that that was going on?
Marion Cherry.

Were you ever interviewed by Bechtel?

No.

1O >0 b= ©)

Were you ever told that there was a specific event

or occurrence that triggered the retention of

Bechtel?

A No.

Q Were you aware of the Bechtel report and its
conclusions prior to seeing it in the press?

A I knew there was a report. Well, I knew there was

a presentation. I don't think the original -- the

draft report was submitted. I knew there was a
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presentation. And then at some point in early of

2016, I did see a list of
tasked with responding to
recommendations. I never
of recommendations or the
Q How did you get that list

A From my supervisor.

recommendations and was
some of those
did see a complete list

Bechtel report.
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VIDEOGRAPHER: Off the record at 2:14 p.m.
(Off the Record)

VIDEOGRAPHER: On the record at 2:21 p.m.

MR. WECHSLER: The Attorney General's office
does not view this as a waiver.

MR. CHALLY: Okay. So with that
clarification, which I appreciate, and subject to
our continuing objection and instruction to the
witness not to reveal privileged information or
product information that he was exposed to or
participated in while at SCANA, and in recognition
of Judge Hayes' ruling, we'll keep moving forward.

MR. HALTIWANGER: Okay.
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And had she expressed that opinion to you before?

> o 1l Il

Yes.

Q And did she express that opinion to you after this
meeting?

A Yes.

0 Describe that for us.

A She just told me she did not agree with going with
lower costs, she wasn't comfortable with that.

Q Did she elaborate on that at all with you?

A No.

0 Did you have more than one conversation where this
topic came up?

A Not really, not after it was resolved.

Q After 2015, based on the performance of the

construction project after the testimony was

filed, do you have an opinion about which numbers
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b

> 0

were more accurate, based on the performance
following that date, the EAC numbers or the
numbers provided by Westinghouse?

MR. CHALLY: Object to form.
After 20157
Uh-huh.
I would say neither one of them were accurate.

And why 1is that?

Because they were both terrifically low. Even the

higher cost was well below where the costs were
trending.

And you had already left employment at SCANA when
the decision to abandon the project was made?
Yes.

Prior to your leaving, were you ever a part of or
aware of discussions about potentially abandoning
the project?

Not to my knowledge.

Prior to hearing about the announcement the
project was being abandoned, had you, yourself,
ever thought that there was a possibility the
project wouldn't be completed?

Yes.

When would you have first had those thoughts?

When Westinghouse declared bankruptcy.
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Q

Prior to that, did you believe the plants would
one day be operational?

Yes.

Did you ever have any discussions with Carlette
Walker about her leaving employment at SCANA?
Yes.

And describe what you recall about those
discussions.

She described to me the last day that she was an
active employee where she was called into a
meeting and instructed to turn over her badge and
cell phone and laptop computer and told that she
had been under a lot of stress and they were going
to give her, I believe, a 90-day leave of absence
period to give her a break from things and
escorted her out of the building. I'm not sure
how long the period, but I think it was a 90-day.
It may not have been defined. But she had been
under a lot of stress, which she had. And she was
basically given time off to recover and
recuperate.

Did Ms. Walker herself indicate to you that she
was under a lot of stress?

Yes.

And did she identify for you what the source of
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b=

b= ©)

her stress was?

Yes.

And what was 1t?

Her husband, at that time, was terminal with liver

disease -- or no, it's kidney, not liver. Kidney
disease. And she had been spending months with
him at Johns Hopkins Hospital. And she was also

dealing with the issues regarding the project --
And can you --

-—- the cost issues regarding the project.

And specifically what about those cost issues?
She had a hard time personally giving testimony
that she did not believe.

Did she ever indicate to you that that was one of
the reasons she was leaving employment?

I don't think she voluntarily left employment.
Okay. Did you ever work with Marty Phalen?

No.

What about Mark Cannon?

Yes.

Do you know whether Mr. Cannon is still employed
by SCANA?

I don't think he is. In fact, I think he may have
left before I did.

Okay. What, if anything, did you hear about the
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reason for his departure?
A Retirement. I don't know of any other reason.
Q We're going to go through a few documents.
MR. HALTIWANGER: Again, I made these before
I left Aiken, so I would have added more copies
after yesterday, but I didn't have an opportunity
to.
(Whereupon, Email SCANA RP0639111 was
marked Exhibit No. 1 for

identification.)

BY MR. HALTIWANGER:
Q Bates number is SCANA RP0639111. And Mr. Browne,

I've got a number of documents to go through.

A Yes.
Q And what I'll do is I'll have the court reporter
mark the document and hand it to you. I'm going

to give you the opportunity to review it as much
as you feel you need to. Some of these documents

may be longer and I only want to discuss a small

portion.
A Sure.
Q But whenever you're, you know, comfortable having

recognized the document or scanned over it, let me

know and I'll ask my questions.
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A (Witness reviewing document). Okay.
Q Okay. Mr. Browne, do you recognize what Exhibit

No. 1 is?

A Yes.
0 What is 1it?
A It's an email from myself to Kyle Young -- or

actually to Kyle Young and also to my boss, Skip
Smith or Abney Smith, Carlette Walker and Shirley
Johnson addressing what I identified as a terrible
month's performance from August of 2013, labor
performance.

0 And specifically, does this deal with the PF,

performance factor, that we've been discussing?

A Absolutely. Yes, it does.
Q Okay. And I want to ask you about some of the
information in this email. The second email

there, the September 11, 2013 at 10:02 a.m. In
the first sentence there, you discuss that you're
putting together a sheet to analyze the monthly
performance each month rather than the
inception-to-date that CB&I reports. Why did you
do that?

A Because I felt like it was important to zero in on
an actual month's performance or a snapshot rather

than to wash that out by looking at the ITD, or
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inception to date, which was from the beginning of
the project. And the reason -- one of the main
reasons for that is because in the beginning of
the project, they were cutting down trees and
making it flat. And this was construction --
above-ground construction that would be taking
place for the remainder of the project. The crews
did a pretty good job cutting down trees and
making the land flat. There's not a lot that you
can mess up on that.

Q Okay.

A But when you're building nuclear grade concrete
and buildings, that's where they had the problems
and that's what they were going to be looking at

for the rest of the project from this date

forward.

Q Were you asked to do that or was this your own
idea?

A I was asked basically by my boss, by Skip Smith.

But the way we were working, it was like a team
and a group effort. And this was what I was
familiar with and I was most qualified to do this
analysis. I had the information, so that's why I
was doing this.

Q Okay. The second to last sentence of the first
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paragraph you have underlined "overall performance
for the month shows a PF of 2.52 with 73,411
man-hours worked and 29,076 earned." First of
all, let me ask if you can put that into layman's
terms. What does it mean with man-hour worked
verse earned?

A Whenever the project estimate is developed, they
use what they call unit rates, which is a
measurement of how much time would normally be
expected to -- you would use to do a particular
job, whether it's pouring concrete -- you know, if
you're pouring a yard of concrete and it takes --
and you would spend four hours pouring a yard of

concrete, then that would be your effective unit

rate.
Q Okay.
A Well, all of the work, all of the labor and

construction is estimated based on unit rates
which are industry standard, and that's what the
estimates were based on. And when you complete a
task, the time that you earn is what that unit
rate would be. The actual is how many it takes
you to do it. So if you're pouring a yard of
concrete and your unit rate is supposed to be four

hours and it takes you eight hours, then your
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worked is eight, your earned is four and your PF
is going to be eight divided by four, or two.
Q Okay. So in my layman's understanding, it took

them 73,411 hours to do 29,076 hours of budgeted

work?
A Yes, correct.
Q The first sentence of the second paragraph --

yeah, the second full paragraph there it says,
"This shows a steadily increasing trend from a ITD

PF of 1.14 in January 2013 to the present of

1.25."
A Yes.
0 And that -- is that your recollection that the PF

was steadily increasing during that period?

A Yes. And what that is, is you're taking the total
hours worked-to-date divided by the total hours
earned-to-date. So what you were seeing there is
the high 2.52 for that month is bringing up the
average. Just like when you're in college and you
start out as a freshman and your GPR is really
down and you hope you're going to make some As
when you're a senior, this is the same thing here,
only it's the performance factor is increasing is
a bad thing and not a good thing.

0 Yeah. The second to last sentence in that
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paragraph, "Unless this trend is reversed, we

should expect a substantial overrun of target

price craft labor cost." Do you see that
sentence?

A Yes.

Q The trend you're talking about is the steadily

increasing PF factor?

A That's correct.

0 And explain what the impact of a substantial
overrun of target price craft labor would have on

the market.

A It would increase the cost.

0 To who?

A To the owner, as long as the owner is responsible
for -- this is before the fixed-price and the
owner bore the risk of cost overruns on labor. So

as it takes them two-and-a-half-times,
two-and-a-half-hours to do one hour worth of work,
the owner is picking up the additional cost for
that, not the contractor.
(Whereupon, Email SCANA RP0018657-58 was
marked Exhibit No. 2 for

identification.)
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BY MR. HALTIWANGER:

Q And again, just let me know when you feel
you've --

A Okay.

Q -- had a chance to look it over.

A (Witness reviewing document). Okay.

0 Okay. And do you recognize what Exhibit No. 2 is?

A Yes.

0 And what is it?

A It's an email from myself to Carlette Walker and
Skip Smith.

Q Okay. And the date of this email appears to be
about a little less than a month after the
previous email we just looked at. Is that
correct?

A Yes.

Q And here this email includes the performance
factor for the month of September.

A Yes.

Q And if I can draw your attention to the second
paragraph there. The first sentence says,
"Unfortunately, the Consortium direct craft labor
performance has fallen off further this month with
a monthly PF of 2.68." Do you see that sentence?

A Yes.
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Q What was the target PF at that time?

A 1.15.

Q The next sentence says, "The ITD project
inception-to-date is now 1.29." That would be the

inception-to-date PF you had discussed in Exhibit
No. 1, the previous email?

A Yes. Went from to. 25 to 1.29 as a result of
this month's performance.

0 All right. And going down to paragraph number two
in that email. It says, "The concrete work scope
has a monthly PF of 3.00 with 62,249 hours worked
and 20,750 hours earned."

A Yes.

Q Was concrete a major percentage of the work being

done at that time?

A Yes.

) Was a PF of 3, did that occur often on this
project?

A Unfortunately, yes.

Q And is the layman's understanding, that means it

would take three times what was —-

A Three hours to do one hour's work.

Q Okay.

A That's correct.

Q And obviously, you are aware Or —--— you were aware
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of this back in 2013, correct?

A Yes.

Q And you were passing that information along to
other members of SCANA back in 20137

A Obviously, vyes.

Q The last sentence of that first page of the email,
"If performance continues at the current ITD rate,
the direct craft labor portion of the target price
will be roughly 28.6 percent over the budget. If
performance continues at the YTD rate, the direct
craft labor portion of the target price will be
70 percent over the budget." Let me ask you, what
explains the difference between the 28.6 and the
70 percent over budget?

A The ITD was project inception-to-date, which was a
longer period and had a lot more tree cutting and
land clearing. The YTD is year-to-date, that's

January 1, 'l3 to September 'l3, so it has a lot

more of the construction type work. So the YTD
performance factor is -- did I say that in here?
1.79 —-

Q Okay.

A From January 'l3 to September 'l3, the PF for this

nine-month period is 1.79 with 616,986 worked.

344,736 earned.
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Q Okay. And the -- you're talking about the impact
this would have on the direct craft labor portion
of the target price. What -- or how significant

is the direct craft portion of the target price?

A Very significant. Those are the people building
the plant.
Q What percentage of the projected budget would that

have been?
MR. CHALLY: Object to form.

A It should be about 75 percent of your budget.
Should be. This project was estimated with a
higher -- there's direct craft and indirect craft.
Indirect craft are the support people. They are
the ones who are bringing water, cleaning up and
things like that. This project had a higher
percentage of indirect craft than anything I've
ever seen before. They're the nonproductive
people. But on a normal project, it would be
75 percent. On this project I think was about a
half, 50 percent.

(Whereupon, Email SCANA RP0388623 was
marked Exhibit No. 3 for

identification.)
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Electric & Gas Company, et al.

BY MR. HALTIWANGER:

Q

A

- O R C R

1O

Just let me know when you --

I'm ready.

You're ready. Let me ask if you recognize Exhibit
No. 3.

Yes.

And what is Exhibit No. 37

It's an email from myself to Carlette Walker and
Skip Smith.

And what is the date of the email?

March 10, 2014.

And the subject of this is, "Strange call from --
is it —--

Shimon.

Shimon?

Yes.

Who is Shimon?

Shimon was a engineer who worked for CB&I.

And obviously, from the subject, the body of this
email discusses a phone call you had gotten from
them.

Yes.

Or from him. Did you ever meet with him to
discuss what his issues were?

I assume that I did. I can't recall. And I don't
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recall what he divulged to me in that meeting
either, unfortunately.
Q Okay.
(Whereupon, Email SCANA RP0623144-5 was
marked Exhibit No. 4 for

identification.)

BY MR. HALTIWANGER:

Q Okay. Have you had a chance to review Exhibit
No. 47

A Yes.

Q And do you recognize what Exhibit No. 4 is?

A Yes.

) Describe for us what i1s Exhibit No. 4.

A It's a string of emails, I guess three of them

originating with Bernard Hydrick or Bernie Hydrick
who worked in our construction group. He was our
scheduler in the construction group. And he was
passing along to others on our team the schedule
that have been provided by CB&I for us to review.
Q So would this be -- is it fair to say this was
part of the information y'all were gathering as

part of the EAC work?

A Probably not. This is just a general schedule of
construction.
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Q So this would not be part of the EAC that

Westinghouse had provided to SCANA?

A I doubt it.

0 And what --

A The EAC is generally a cost-related issue and not
schedule.

Q Oh, okay.

A The schedule impacts the EAC, but we did not

review schedule when we were reviewing the EAC.

Q Okay. The bottom email on the first page is --
subject is, "Bud and Ryan." Who are they?

A I have no idea.

0 All right. I want to read the third email on the
chain from the top from Bernard Hydrick at -- on

August 5, 2014 at 9:50 a.m.

A Yes.

Q I'm going to read the first three sentences. "The
schedule is a joke, there is nothing verifiable in
what they posted on RTOl. It is just a grouping
of hammocks with long arbitrary durations, in my
opinion, with no relationships or ties to sub-tier
activities. This is not acceptable." Let me ask,
first of all, what is RTO01?

A It was a computer network drive that CB&I would

put information on that SCANA people had access
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to. So if SCANA wanted to -- or if CB&I wanted to
pass information in the form of a computer file,
such as a Primavera schedule document, they would
put it on RTO1l drive and then SCANA would have
access to it. They could go to the drive and
download it and open it to look at it.

Q Okay. What was your understanding of his use of
the phrase, "It is Jjust a grouping of hammocks"?

A Hammock is a -- I don't know if it's an official
term, but it's certainly used a lot in scheduling.
You know how a hammock would hang between trees or
something? Whenever you're doing a schedule, you
may have a critical path line and then the hammock
would be activities that were done parallel to
that, that if you looked at it in a diagram on
paper, kind of hangs down like a hammock does, and
so that's why those are called are hammocks. And
it's just a grouping of activities that are done
in a sequence on a schedule.

Q Okay. And the email you sent at the top of the
page at 11:18 a.m. it says -- you were sending it
to Skip Smith and the statement is, "Look at what

they gave us to perform our review on."

A Right.
Q So you actually, at the time, did review the
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schedule that was submitted to SCANA?
Yes.
Did you agree with Mr. Bernard Hydrick's
observation that the schedule is a joke?
Yes. Well, to elaborate on that, it was
insufficient information to be able to perform a
review on.
Were there any actions taken in response to
getting this schedule to try to get more
information or --

MR. CHALLY: Object to form.
I don't recall this specific situation, but I'm
sure there were actions, there were requests made

to get additional information.

MR. HALTIWANGER: Why don't we go ahead and
switch the tape.

VIDEOGRAPHER: This is the end of tape number
three in the deposition of Kenneth Browne. We're
off the record at 2:58 p.m.

(Off the Record)

VIDEOGRAPHER: This is tape number four in
the deposition of Kenneth Browne. We're on the
record at 3:08 p.m.

(Whereupon, Email SCANA RP0006936 was
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marked Exhibit No. 5 for

identification.)

BY MR. HALTIWANGER:

Q Mr. Browne, Jjust let me know when you're ready.
A I'm ready.

Q Do you recognize Exhibit No. 57

A Yes.

0 What is 1it?

A It's an email from myself to Skip Smith and

Carlette Walker.

Q The subject is update on real schedule status.

A Yes.

Q I guess what context are you using that subject
line in?

A It's real is to identify -- you have to get down

into the email, but it is saying that -- we're
saying there's a June 19 Unit Two substantial
completion date, but it's actually June 26th,
which is late June. And if you read on further,
it's saying that that's not a real date because
there are hard constraints in there holding the
schedule to prevent actual work durations from
moving the schedule out. This was all in an

effort to maintain a June substantial completion
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date which was, at that time, the contractual
date.

Q But -- and I don't want to put words in your
mouth. I just want to make sure I'm understanding
what you're saying. There was a June 2019
substantial completion date for Unit Two. Who --
when you say "just learned," who would have been

providing that information?

A Either CB&I or Westinghouse.

Q And the date that they gave you was June 26, 20197

A Yes. When you look into the schedule, it's a June
26th date.

0 But as -- your belief, though, was even though

that June 26th was not real because of certain

factors that you're listing below that?

A Yes.
Q And those factors were exactly what?
A It's based on assumption that NNI, that's Newport

News, who was supplying panels for the shield
building, meets their original delivery dates,
which did not happen. And CB&I Services, CB&IS is
able to start shield building erection on

March 24, 2015. And then I said that's a hard
constraint in the schedule, which means that

whenever the schedule is developed somebody
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actually typed in the date of March 24th instead
of allowing it to slide out based on events that
have to take place before that happens.

Q So they have to get the panels before they can —--

A They have to get the panels before they can start
putting it together. And the other thing, the
foundations had to be complete before they could
start putting that together as well.

Q Okay.

A And so if the foundation pushes out past March
24th, but you have somebody keying in a hard
date of March 24th, it's not a real schedule —--

Q Okay.

A -—- because you're saying they're going to start
work on March 24th, but the foundation's not
ready to start work on March 24th.

Q The last sentence of that paragraph, "All along,
our management has been told the current date is

June 2019 and we pass it along."

A Yes.

Q When you say "our management has been told," by
who?

A By our contractors.

Q When you say "we pass it along”" who are you

passing it along to?
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A Anybody who asks.
0 Would that include the PSC?
A That would include the PSC, ORS, your wife at

home, anybody.
(Whereupon, Email SCANA RP0246420-41 was
marked Exhibit No. 6 for

identification.)

BY MR. HALTIWANGER:

Q Do you recognize Exhibit No. 67

A Yes.

0 And what is Exhibit No. 67?

A That's an email chain originating with an email
from myself. Let's see, that was -- to a string

of people. Kevin Kochems replied to that and then
I replied to that from Kevin.

Q I've really one question about this one document.
In the email from Mr. Kochems that you were a
copy —-- a recipient of, the second one on that
page, there's a number five, which I believe
corresponds to your number five in the previous
email, the gquestion of "What schedule do we base

our EAC on??"

A Yes, sir.
Q Mr. Kochems reply was, "I think this needs to be
Thompson Court Reporting, Inc.[OIIO
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schedule we plan to file with the PSC whether we

think it is achievable or not." Do you see that
statement?

A Yes.

Q What was your interpretation or how did you

understand his statement that, "I think this needs

to be the schedule we plan to file with the PSC
whether we think it's achievable or not"?
MR. CHALLY: Object to form.

A I'm going to get you to repeat that for me again.

Q Okay. Well, I guess, what was your understanding

of his proposal to use the "schedule we plan to

file with the PSC whether we think it's achievable

or not"?
MR. CHALLY: Same objection.

A In order to do a cost estimate, you have to have
some time schedule to base your cost on, the
estimate on. And my question on the second page
was what schedule do we need to base our cost on.

And Kevin's response to me was that it needed to

be the same schedule that we filed with the PSC so

that the cost and the schedule would match, that

they would be copacetic with each other, they work
with each other. And at least I did not, and I'm

sure Kevin did not either, believe that it was an
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achievable schedule.

Q Okay.
(Whereupon, Email SCANA RP0255947 was
marked Exhibit No. 7 for
identification.)

A Whenever you're ready.

BY MR. HALTIWANGER:

0 Okay. Do you recognize Exhibit No. 77

A Yes.

0 And what is it?

A That's an email from myself to Carlette Walker,

Kevin Kochems, Shirley Johnson, and Skip Smith.

) And the subject of this email is a Revision 2 of
the cancellation analysis. And then there's an
attachment that is entitled
CancelCostEST8-20-12-Rev2.

A That's a spreadsheet.

Q That's what I was going to ask. That appears to
be an Excel spreadsheet?

A Yes.

Q And when you worked with the spreadsheets, does
the numbers there, the 8-20-12 indicate a date?

A Yes.

0 Is that the creation date or is that the date that
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you last worked with it? How do you date those?
Generally, it was the last date that it was
accessed.

Then what does Rev2 indicate?

Revision 2. So there may have been a previous
date, maybe 8-19-12, and that would have been like
a Revision 1.

All right. What is a cancellation analysis?
Periodically, we were asked to prepare a cost
analysis for terminating the project, and that was
primarily for a use in the analysis of looking at
options. I don't know -- I don't think it was
every time we did a filing, but occasionally with
filings they had to do a cost justification of the
project. And in order to do that justification,
they would have to look at the cost that would be
incurred to cancel the project, which would be and
adder to -- for example, if you were comparing it
to a gas combined cycle site, it's acknowledging
that you couldn't just stop the project and walk
away and not spend money and cancel it.

There would be costs associated with it?

There would be costs associated with doing that.
And the fact that this was prepared does not

indicate that there was ever a consideration of
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canceling the project at this time, it was just

part of that analysis.

Q Okay.
(Whereupon, Email SCANA RP0689335 was
marked Exhibit No. 8 for
identification.)

A Okay.

BY MR. HALTIWANGER:

Q And have you had a chance to look at Exhibit
No. 87?2
A Yes.
0 And what is Exhibit No. 87?
A Exhibit No. 8 is an email from myself to Carlette

Walker passing along the third revision of that
same sheet, Cancel Cost Estimate 8-22-12 Revision
3.

Q And I guess -- I Jjust don't know. Do you know
whether this number or these calculations would be

included in PSC filings?

A They would not.

Q What would they -- where would they show up at the
company?

A They would be used in an analysis that Dr. Lynch

did to justify continuation of the project.
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A

(Whereupon, Email SCANA RP0015099-100
was marked Exhibit No. 9 for

identification.)

Okay.

BY MR. HALTIWANGER:

Q

A

All right. Can you tell us what Exhibit No. 9 is?
That is an email from myself to Jimmy Addison. It
looks like one, two, three, four different, five
different emails in the chain.

All right. Turning to the last email in the
chain, or the earliest email. That would be one
authored by you on October 21, 20152

Yes.

The first sentence there says, "Jimmy, here is an
attempt at answering your question from
yesterday." Who would Jimmy be?

That would be Jimmy Addison.

And from reviewing this document and from your
memory, do you recall what his question from
yesterday was?

I do not.

The subject, "Cost comparison as requested current
PSC budget vs. settlement w/o fixed-price option."

What -- I guess can you tell us what we're looking
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at here?

A I'm not sure, so I'm going to -- if it's okay, I'm
going to make a guess, but I believe what this is
referring to is the status of the PSC budget at
this time compared to the option that we had
whenever we went to the fixed-price. And this was
a comparison of the prior budget from the previous
filing to the option without fixed-price. You
know, we had an option to go fixed-price or not
fixed-price with the settlement that we had when
CB&I got out of the project.

Q Okay.

A And I think what this is is the comparison of that
previous filing budget as it would be changed by
the settlement without execution of the
fixed-price option.

Q Okay. And —--

A So there's three prices there. There's the prior
budget, there's the price with the settlement
without the fixed-price, and then there's another
one, which would be the settlement with the
fixed-price.

Q And the third one is the option that eventually
was taken?

A Yes.
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Q

And this is looking at what would the cost of the
section option would have been?
Yes.
And based on the first email in that chain there,
did you determine what SCANA's price would be
under that option two?
It looks like we did, vyes.
And that conclusion, was that option two was going
to be $1,038,876,000 more than what was currently
filed at the PSC?
Honestly, I don't remember the numbers, but that's
what the email says.
Okay.
That does look like it's fixed-price. It says for
55 percent fixed-price.
I want to give you an opportunity to make sure --
Yeah. I'm not sure if that means that it was the
fixed-price or -- 55 percent was fixed in the
project, roughly, as well. So I'm not sure if
that's the fixed-price option or if that means
that 55 percent of the project is fixed and
45 percent is still a target price.

(Whereupon, Email SCANA RP0617852 was

marked Exhibit No. 10 for

identification.)
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BY MR. HALTIWANGER:

Q Okay. I'm going to try this. My brilliant
printing skills, I printed the attachment that was
the article -- the Post and Courier article that
was part of what's been marked as Exhibit No. 10,
but I didn't print it collated, so it's copies of
the first page then copies of the second. If
anyone wants to dig out and actually look at it,
I'll let them, but I don't know if you recall the
article or not, if you'd like to see it.

MR. CHALLY: I'm sorry. You've got one copy
of it?

MR. HALTIWANGER: ©No, I've got six copies,
but there's six of the first page and then six of
the second. It didn't get collated. And I
just -- I have no idea if he remembers anything
about this or not. I just -- so I wasn't going to
go through the effort of doing this if he has no

recollection of --

A That email is just passing along an article from
the paper. I mean, I don't know
Q I guess the reason I'm asking, would there -- why

would you share that story, I guess would be my
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question?

A Because I kept up with the Charleston paper, being
from Charleston. And the other people did not
keep up with the Charleston papers. And there was
an article about the project and I thought people
would be interested in it.

Q Well, do you recall any discussions followed your
sending out that copy of the article?

A I don't, no.

(Whereupon, Email SCANA RP0024002-18 was
marked Exhibit No. 11 for

identification.)

A I'm ready.

BY MR. HALTIWANGER:

Q It sounds like you're familiar with this email.

A This is the issue that I discussed earlier today
when you asked about having the discussion with
the SLED agent and office equipment fraud, that's
what this is about.

Q So let me ask you so it's clear for the record.

Do you recognize Exhibit No. 117?

A Yes.
0 And what is it?
A It's an email from myself to Sean Burk who was a
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manager at CB&I.

0 And why did this email come about?

A This email came about because they had a supplier
who was submitting all three bids on equipment,
office equipment, ordering it from Staples, having
it shipped to the site directly from Staples,
marking it up to CB&I, and CB&I was marking it up
and selling it to SCE&G. And we caught them doing
it.

Q And I just want to -- and it's a lengthy email, so
I'm not going to go through point by point, but a
couple of things I want to ask you about. The
second line of the email it says -- you use the
phrase "this is backup information approved by
you" 1is underlined. What was the purpose in
underlining that particular provision?

A It was pointing out to Mr. Burk that he was the
one who approved the purchases, although I knew he
wasn't looking at it, but his signature was on the
forms.

Q And what was the -- what is the basis for your
belief he wasn't looking at it?

A Had he been looking at it, he would not have
approved it.

Q The bottom of the second full paragraph there, I
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will read this sentence, "Instead, through the
purchase from Compuworld, CB&I have spent this
amount unnecessarily and thus increased the cost
to SCE&G by this amount plus 3.09 percent in Gé&A,
$440.86, and 4.562 percent profit, $677.09, to
CB&I, with a total of $15,518.95 of unnecessary
cost." Take me through -- what is that
mathematical extrapolation you're doing there?

A This gets back to the time and material piece of
our contract. Whenever CB&I billed SCE&G for
anything there were markups, a series of markups
on there. The 3.09 percent is generally the
administrative markup on every cost. 4.562 is the
CB&I profit, which is on top of the cost plus the
G&A. So in spending -- if you go a couple of
lines up, they spent $14,397 unnecessarily on this
one purchase.

Q Okay.

A And in addition to that, there's the G&A and
profit because CB&I made more profit when they
spent more money. So I was just pointing out to
him that it's more than the $14,000, it's $15,518
that CB&I billed SCE&G for that was invalid on
this one purchase.

0 All right. Well, let me see if we can't
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extrapolate that further, because your email stops
with the cost going to SCANA.

Right.

How would that cost then extrapolate out to
ultimately the ratepayers?

I'm not sure.

Okay.

Obviously, it would cost more.

Well, what elements would go into that? Would
there be a return on investment by SCANA?

Yes.

Would there also be any other additional cost
added on that would eventually flow down to --
I don't think so.

I guess I'm trying to get a rough idea of what
that $15,000, once it reaches to the point of
being put into rates, what amount it would be.
I don't know. But if I can, can I tell you the
end of this story?

Yes. Very interested.

We went back to CB&I and we found that they had
purchased more than a million dollars worth of
stuff from this guy here in Columbia who ran
Compuworld. We did get satisfaction from them on

that, so we wound up taking back 100 percent of
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everything they had spent with Compuworld. We
withheld from their invoices and dared them to
dispute it. So not only did we find them doing
this, we saved -- we got over a million dollars
back because of catching this happening.

Q And that was part of your job at SCE&G?

A Yes. I made it my job. If you read on down --
and I'm going to get on a soapbox here.

Q All right.

A But hopefully you guys have caught on to me in the
little bit of time we've spent together. I looked
after all of this money like it was my money being
spent. And it may have been a $10 billion
project, but I squeezed every nickel and dime that
I could get my hands on. And that's why this was
caught and that's why this was done.

) Well, in that line, the statement in the second to
last paragraph, "This $15,519 represent to me an
indicator of the attitude that I see every month
as I review the CB&I invoices. This is not an
isolated case." Can you think of some other

examples besides this where --

A Not as gross as this.

Q Okay.

A But I can think of many instances where they spent
Thompson Court Reporting, Inc.O 00000
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money that should not have been spent.

Q Okay. And the last sentence of that same
paragraph says, "Again, CB&I has this
responsibility to SCE&G, and SCE&G has this
responsibility to our customers." Explain for me
why you had made the statement that SCE&G has this
responsibility to our customers.

MR. CHALLY: Object to form.

A I've got an 89-year-old mother in Charleston
living on $1300 a month Social Security, and when
she gets a 300-something electric bill and can't
pay for her medicine, that's what I mean by that.
And there's people like that all over the state.

(Whereupon, Email SCANA RP0388794-797
was marked Exhibit No. 12 for

identification.)

BY MR. HALTIWANGER:
Q And if it helps you, I don't plan on asking you

any questions about the original email from Don

DePierro.
A Okay.
Q Do you recognize Exhibit No. 127
A Yes.
0 And what is it?
Thompson Court Reporting, Inc.[0000
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A

b

>0

It's an email. The very end of the string is an
email from me to Skip Smith, Carlette Walker,
Kevin Kochems, Sheri Wicker and Shirley Johnson.
And if we can look at the second page of Exhibit
No. 12. This would be an email from Abney Smith
on October 2, 2014 at 9:15 p.m. First of all,
well, I should set the context here. The email
that begins this chain is from a Don DePierro.
Who was he?

He was a vice president at CB&I.

And it's an email from him that triggered the
following email chain of which I want to ask you
some questions, but --

Senior Vice President of nuclear power at CB&I.
Okay. What was, I guess, Mr. DePierro, what was
he emailing Mr. Archie about or what is the --
It looks like a follow-up to a phone call that is
discussing the implementation of a team to track
progress and work on-site.

Okay.

Without reading all of the details of this.

All right.

By the way, the Ken here, Ken, Chris and Ron, that
is not me. That's another Ken.

And where are you looking for that one?
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A That's on the last page.

Q Oh, okay. Okay, okay. I want to read to you some

of the email originally drafted by Mr. Abney

Smith.
A Yes.
Q It's on the second page, "A lot of the same CBI

talk on planning, protocol, briefings,
presentations, alignments. So not very impressive
in my opinion. A wise old mentor once very
bluntly suggested to me get off you're
a-blank-blank-blank and get out in the field and
find out what's going on and get the job done
without all the b-blank-blank-blank
s-blank-blank-blank. CB&I has productivity
problems in the field, can't meet a schedule. WEC
keeps changing design that impact field and shops.
The shops have quality and production problems.
There are a multiple of procurement issues. The
field non-manuals and indirects are out of
control. CBI, one of the largest contractors in
the universe can't find the necessary resources."

A Other than that everything was great.

Q I guess I was going to ask you, this is a litany
of, I guess, complaints Mr. Smith was making?

A Skip. When I say Skip Smith, this was my boss.
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Q

A

Okay. And this is in October of 20147

Yes.

And were you familiar with those problems
occurring in that time frame on the project?

Yes.

Do you think Mr. Smith was accurate in his
recitation of the problems that CB&I was
experiencing?

Yes.

On the first page at the bottom, there's an email
from Carlette Walker. She states, "I agree 100%.
We need actionable items on their WEC and CB&I

parts to drive change and let's quit talking about

and around the problems. Just for the record, I
don't have any emotion in my voice." And then a
little smiley face emoticon. I wanted to ask a

question about the last statement there, "I don't
have any emotion in my voice." Do you know what
she's referring to?

Yes.

Tell us what you believe she's referring to?
Understand through discussions with Ms. Walker
that she was -- I don't know if accused is the
right word, but she was chastised on occasion from

some of our senior management for showing too much

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

163

€1G Jo $9] abed - 3-0/€-210Z # 194900 - 9SS - Wd 02Z:€ ¥Z 41890100 810Z - A3 14 ATIVOINOY L0313




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

emotion related to the project.
Q What type of emotion was she showing?
MR. CHALLY: Object to form.

A I was not present when she was chastised with
this, but it would be my assumption that she was
being challenged as a woman working in a man's
world and showing emotion as a woman.

0 But was -- I guess the emotion, was this anger?
Frustration? Happiness? What type of emotion?

MR. CHALLY: Object to form.

A Anger, passion to try and make it a better
project.

Q And based on your work on the project, is -- are
those emotions -- would those have been typical of

what you experienced with working with Ms. Walker?

MR. CHALLY: Object to form.

A Yes. And not just Ms. Walker, I might add.

Q Who else would you include?

A Myself.

0 Anyone else?

A Mr. Smith.

Q Okay. Anyone else?

A No, unfortunately.

Q At the top is an email you authored on October 3,

2014. It says, "Skip, Preach on Rev. You hit the
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nail on the head. The Consortium response to
every issue is another program, more people, more
money. The new OSS group is a perfect example."
What was the 0SS group?

A That is the group that is addressed in the
telephone call and the follow-up email from Don
DePierro. And actually, I have forgotten what
the 0SS stands for, but it was a group that was
going to be established on-site to monitor
progress and schedule performance and things like
that, when we already had groups that should have
been doing that and they were not doing their
jobs. So instead of making the groups who should
have been doing it do their job, they bring in
another group with more people - We're paying the
cost because we're paying labor. - and allow the
other people to continue not doing their job.

Q And those costs would eventually be passed on to

the ratepayers?

A Absolutely.

MR. CHALLY: I was late, but I'm going to
object to the form of that question.
0 A little bit more than halfway down that email the
statement is, "At least one-half of their effort

is hiding costs, not fixing problems." Who is the

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

165

€1G 40 99| abed - 3-0/€-210Z # 194900 - 9SS - Wd 02Z:€ ¥ 41890100 810Z - A3 14 ATIVOINOY1LO3 13




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
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Electric & Gas Company, et al.

their you're referring to-?

A The contractor, CB&I.

Q The third from the end sentence there. It says,
"Bring this up and we'll be challenged as petty

because it's only $12,500."

A Yes.
Q Why did you anticipate that would happen?
A Because it happened on numerous occasions before

this and with this.

Q And who would challenge it as petty?
A The people we dealt with at CB&I.
Q And what was SCANA's management's response to

their challenge of it being petty?
MR. CHALLY: Object to form.

A They didn't care. I mean, if we found something
that was wrong that we shouldn't be paying for, we
didn't pay for it.

(Whereupon, Email SCANA RP0381916-17 was
marked Exhibit No. 13 for

identification.)

A Okay.

BY MR. HALTIWANGER:

Q Okay. Can you tell us what Exhibit No. 13 is?
A Exhibit 13 is an email string. Looks 1like it's
Thompson Court Reporting, Inc.[OIIO
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mostly between me, Carlette, Skip. I would say
that's it, yes.

Q Okay. And I want to discuss your email which is
at the top of the exhibit. But before that, I
want to put that into context by reading

Ms. Walker's email to you on August 27, 2014 at

8:34 a.m.

A All right.

Q She emails, "How is the schedule work going?
Close to wrapping up?" And in response, your

email says, "Carlette, I don't know that wrapping
up is a good description, covering up is probably
better." With respect to covering up, who would
be covering up?

A This email is addressing a joint schedule effort
between the owner and the contractor. And we were
going through multiple critical path strings in
the schedule, looking at what's the longest thing
that's pushing out to completion. And I would say
it would be a joint effort at covering up,
primarily the contractor because they were driving
the schedule show. They had possession of the
schedule and they were making all of the changes
and controlling the schedule, which is their job

as the EPC contractor. The owner's job is to
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review it and, you know, not necessarily control
it or even participate in it.
Q And I guess would it be the owner's job to be

evaluating that schedule?

A Yes.
Q And that's part of what you did?
A Yes. I was a junior participant in that. The

schedule primarily resided with the construction

group.

Q Okay. About halfway down that paragraph, you say,

"It is unanimous that there is a 100 percent

chance we will not meet the September dates."

What are the September dates you're referring to?

A I'm not sure.

Q Is it possible those were the September completion

dates we had discussed earlier for Units Two and
Three?
MR. CHALLY: Object to form.
A We have a schedule that shows completion of Unit

Two in September of '18 and Unit Three in

September of 'l19, so I'm assuming that not meeting

the September dates would be those two dates,
September '18 and September '1l9 schedule dates.
Q The second —-- or down near the bottom of the

email, there's a paragraph sentence, "If I
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honestly believed any of this was possible, I
would stop on the way home and buy a lottery
ticket, just one." When you say "any of this,"
what would "this" be?

Meeting those September '18 and September '19
completion dates.

The last line there it says, "Note, please don't
forward this note because I would prefer to make
my departure on my terms and not because I was
fired." I think I can detect some sarcasm, but at
the same time, I want to ask what you meant by
that statement. Or was it even sarcastic?

Well, it was actually serious.

Okay.

Because if this note had been passed along to our
senior project management people, I very well
could have been fired.

Why do you believe that?

Because I was challenging the position, the
official position of the project.

In the portion we read earlier, though, you stated
that it was unanimous that there's a 100 percent
chance we will not meet the September date, so I
assume that means it was not just your opinion.

Right.

Thompson Court Reporting, Inc.[OIIO
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Q Who else had that opinion?

MR. CHALLY: Object to form.

A I would assume everybody in the schedule review.
What we did is we put together a schedule and we
put together a list of challenges to meeting that
schedule. And going down the list of challenges,

most of the challenges were acknowledged as going

to happen.
Q Okay.
A So 1t was very little chance of meeting the

scheduled dates due to those complications.
Q And I guess -- but isn't that information that in

your job you would be passing along to your

management?
A Not in my Jjob.
Q In whose job?
A That would be in the scheduling, the people

responsible for scheduling in the construction

group.
Q Okay.
A I was participating in this from a business and

finance standpoint because our costs had to be
reflected off of the same information that was in
their schedule.

Q And you believed that you may be fired if you

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

170

€1GJo L/] abed - 3-0/€-210Z # 19900 - 9SS - Wd 02Z:€ ¥ 41890100 810Z - A3 114 ATIVOINOY L0313




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

brought this information to whose attention? Or

if this note had been forwarded to who?

A To Ron Jones.

Q Okay.

A The project manager.

Q So 1if you had -- at the time you wrote this email,

the concern was that if these scheduling problems
were brought to the attention of the scheduling
growth, there could be retaliation against you?

A Yes, for putting this in writing and sending it to
someone outside of our group.

Q Okay. And that someone out of the group was

Carlette Walker?

She was in the group.

She was in the group, okay.

I sent this to Carlette.

(@) >0 >

Okay. Did you ever have any discussions with

Carlette Walker about potentially being terminated

for this?

A For this situation, no.

0 Well, did Ms. Walker ever discuss with you
concerns that she may be terminated?

A No.

MR. HALTIWANGER: Okay. I'm going to go

ahead and pass the witness and move along.
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Electric & Gas Company, et al.

VIDEOGRAPHER: This is the end of tape number
four in the deposition of Kenneth Browne. We're
off the record at 3:59 p.m.

(Off the Record)

VIDEOGRAPHER: This is tape number five in

the deposition of Kenneth Browne. We're on the

record at 4:04 p.m.

EXAMINATION

BY MR. COX:

Q

A

Good afternoon, Mr. Browne?

Good afternoon.

My name is James Cox. We met right before your
deposition began. I'm an attorney representing
the South Carolina Office of Regulatory Staff in
both of the proceedings that are occurring here,
both the state court action brought by the
ratepayers in which the ORS has intervened, as
well as the proceedings pending before the Public
Service Commission of South Carolina in which
SCE&G has requested approval of a merger and
approval to recover its costs incurred on the VC
Summer project from its ratepayers through rates.
I have some questions to follow-up on

Mr. Haltiwanger's questions for you. I'm going to
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try not to cover the same ground he did and ask
the same questions, but I will be following up on
different issues that he talked to you about.
I'll try to familiarize you with the subject
matter and then move into the follow-up questions
that I have on that. One of the risks in moving
around like that is you may not understand the
context in which my gquestion is being asked. It
may be vague or I may not have directed you to the
right time period or you may not be sure of what
I'm asking. If that occurs, I'd like for you to
be sure to let me know about what you're not sure
of and I'll try to improve the question so that
you understand it. Will you let me know if you
don't understand?

A Sure, yes.

Q Mr. Browne, other than you, do you know of anyone
else who worked on the project who worked for both
Santee Cooper and SCANA/SCE&G during the life of
the project?

A Not off the top of my head, not immediately.

Q Do you feel that background put you in sort of a
unique position as far as understanding the
project?

A Yes.
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Richard Lightsey, et al. v. South Carolina

Electric & Gas Company, et al.

Q Can you describe a little bit about how that is?

A Well, I'm not sure, but I think at the time I left

I had been on the project longer than anyone else,

because I was actually the third person to start

working on the project whenever I started. And
both of the guys who were there when I left -- or
when I started left before I did, Ron Clary and Al
Paglia.

Q So at the time you left the project, you had been

on the project longer than anyone else from both

of the owners, right?

A Yes. And the contractors.
Q Now, in addition to that continuity that you had
there, do you feel that you're having worked for

both owners kind of gave you some sort of

perspective on the project that others didn't

have?
A Possibly, yes.
Q Do you have any thoughts as to how that -- how

your perspective might be different?

A Well, it's hard to get into other people's minds,

but I believe that
Cooper that others
thought of them as

partner. I mean,

Thompson Court

I had a respect for Santee
did not have on the project. I

more than a 45 percent junior

I really felt like I was working
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for both SCE&G and Santee Cooper when I was there,
which, technically, everyone was because Santee
Cooper paid 45 percent of the salary for everybody
working on that project. And I understood what
that meant and I felt like I was working for both.
If it was good for SCE&G and good for Santee
Cooper, then I was behind it.

Q Did you take any actions -- or what actions did
you take to kind of manifest that respect that you
felt toward Santee Cooper while you were
officially working for SCE&G?

A I just did my job in that manner. You know, I
tried to represent both utilities and the
customers of both utilities.

Q Did you work closely with Marion Cherry from
Santee Cooper?

A Yes.

Q Can you describe what kind of relationship you had
with him?

A We were very good friends. And with regards to
the business and financial aspects of the project
that I was involved in, I kept Marion up to speed
on what was going on.

Q You mentioned earlier at several points about the

concern that you and Carlette Walker and Skip
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

Smith had about the cost and schedule overruns at

the project. Is that correct?

A Yes.

Q Did Marion Cherry share those concerns?

A Yes, he did.

0 How do you know that?

A Because we had many conversations discussing that.
Q Can you describe how those conversations typically
went? What was said in those conversations?

A It's hard to paraphrase and get it into words,
but, I mean, we agreed on things. You know, it's
hard to -- really hard to describe that, but we
were of like minds with regards to the project
status and what needed to be done, you know.

Q Is that very similar to the way you felt about
your relationship with Carlette Walker?

A Yes.

Q Did you and Mr. Cherry or you and Ms. Walker ever
talk about your frustration in getting senior
management of the owners to understand the
seriousness of the cost and schedule delays?

MR. CHALLY: Object to form.

A Yes.

Q Can you describe how often those conversations
occurred?
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A

Maybe every few months. In general, we had a
project review meeting monthly, a monthly project
review meeting. And we -- the business and
finance team tried to get -- while we were able to
attend the meeting, we tried to get business and
finance related commercial issues on the table and
discussed in those meetings. And we were
repeatedly challenged and told that the commercial
issues did not need to be discussed in those
meetings. And the reason we wanted to get them on
the table and be discussed in those meetings is
because of the people who were there, the

manager -- you know, the senior management was
attending those meetings. If we had a separate
commercial meeting, we were lucky to get the
project manager there. They thought a commercial
meeting had to be just the commercial folks from
the contractor and SCE&G. And we wanted an
audience of senior management and senior -- you
know, executive management to be aware of the
commercial issues that we were describing.

Were you generally told before those meetings not
to bring it up or were you told during the meeting
when you tried to bring it up?

Usually during the meetings.

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

€1G40 8/] abed - 3-0/€-210Z # 194900 - 9SdOS - Wd 02Z:€ ¥ 41890100 810Z - A3 14 ATIVOINOYLO3 13



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina 178

Electric & Gas Company, et al.

Q

A

And who would tell you not to bring that up-?
Either Ron Jones, the project manager. Jeff
Archie occasionally would tell us. Sometimes the
contractor would ask us and say let's discuss that
at a commercial meeting and not in here. Because
that's a meeting with, you know, 50 or 60 people
attending the meeting, not ten or 12 that we may
have at a commercial meeting.
Did you feel that Ron Jones was concerned to the
right degree about the scheduling cost delays on
the project?

MR. CHALLY: Object to form.
That's hard for me to say. I don't know. You
know, I can't really say whether he was concerned
or not about it.
Did Mr. Marsh, Mr. Addison or Mr. Byrne ever shut
you down as far as trying -- when you were trying
to present this information about commercial
issues?
No.
In general, from your experience on the project,
do you feel that the senior management of Santee
Cooper was more concerned about the schedule and
cost delays than the senior management of SCE&G?

MR. CHALLY: Object to form.
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A I can't address that. I don't know.

Q You don't know. If I would use the term senior
management of Santee Cooper, who would you believe
that that included?

A Michael Crosby and Lonnie Carter.

Q And if I were to say the senior management of

SCE&G or SCANA, who would you put in that group?

A Jeff Archie, Steve Byrne, Kevin Marsh, Jimmy
Addison.
Q Now, Marion Cherry at Santee Cooper, he took over

the position that you had --

A Yes.

Q -- after you retired from Santee Cooper. Is that
correct?

A Correct.

Q Did you have any transition time with him when you

were still at Santee Cooper?

A Yes, about a month.

Q Okay. And what did you do during that time
period?

A Introduced him to everybody, showed him the way

around and the idiosyncrasies of working at a
nuclear plant and things like that.
0 Now, I believe you mentioned earlier that you

presented the 2014 estimate at completion cost
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Electric & Gas Company, et al.

team analysis to senior management from SCE&G. Is
that correct?

A That's correct.

Q And I believe you testified that management didn't
do anything with it after that point. Is that
right?

MR. CHALLY: Object to form.
A It's hard to say what they did or didn't do. I

mean, we didn't see any impact from it.

Q Did that frustrate you at all?
A A little. A little.
0 Did you talk to Carlette Walker about not getting

any follow-up from management on the team's
conclusions on that issue?

A I don't recall specifically addressing that with
Carlette. 1It's possible. We did feel -- I mean,
we never even got to a final report stage. We had
a draft report and gave our presentation. And

that was sort of the end of it.

Q Why didn't you complete a final report?

A Moved on to other things.

Q Did anyone tell you to not write a final report?
A No.

Q You mentioned earlier that you believe there were

material misrepresentations made by SCE&G in some
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Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

filings. 1Is that correct?

A If representation as a, you know, positive outlook
and status of a project, if that's a material
representation, then yes, that would be a true
statement.

0 Now, is it correct that no one at SCE&G or SCANA
told you that your team's cost analysis was not
going to go into the PSC filing because it was
believed to not be the most accurate numbers?

MR. CHALLY: Object to form.

A No.

Q So no one gave you the explanation that the
numbers that were going to be presented to the PSC
in 2015, the Consortium's numbers, were being used
because those numbers were believed to be the most
accurate?

MR. CHALLY: Object to form.

A That is -- we were never told that.
Q Okay.
A I'll say it, I think for the fourth or fifth time,

we were told that to use a cost higher than what
we received from our contractor would be, in
effect, placing a contingency on the project. And
we were not permitted to have a -- any level of

contingency. So the contractor provided us with a

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

181

€1G Jo z8l abed - 3-0/€-210Z # 19900 - 9SS - Wd 02Z:€ ¥ 1890100 810Z - A3 14 ATIVOINOYLO3 13




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

cost estimate. I'm guessing the proper action
would have been to go back to the contractor and
say are you sure this is your cost and ask him to
increase his cost. ©Now, that's kind of a strange
thing to do, but maybe that's what should have
been done, but we didn't do that. We took what
the contractor provided us as his cost estimate,
we did not add any contingency to it. And the
filing was made based on the contractor's cost.

Q And that reason that you were given as to why that
number was being used in the filing, that was the
only reason that you were told as to why that
number was being used?

MR. CHALLY: Object to form.

A Yes.

0 I'd like to go back in time, Mr. Browne, to before
your 2014 EAC team's work. You had mentioned that
the Consortium had made promises to improve

productivity that they never were able to meet.

A Right.

Q When did they start making these promises,
roughly?

A 2012. Whenever the vertical construction started.

And, you know, the first few months of poor

performance with that, they said, you know, give
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us time, as soon as we get things rolling it's
going to get better. And it never got better.

Q In what form did they make these promises? Was it
emails, conversations, all of the above?

A All of the above. Generally, meetings. You know,
presenting in the monthly meetings we're going to
put this team over here and they're going to do
better; we're going to take the ones that worked
on Unit Two and move them to Unit Three; it's
going to get better. You know, those types of
issues.

Q When did you start becoming skeptical of their
promises that they would be able to meet their

promises?

A Probably about 2014 was when I started getting
concerned.

0 Do you remember when in that year?

A Let's see, when did we -- maybe 2013, because at

the time of these emails is about the time I was
getting concerned that things weren't turning

around. That was August of 'l3, September of '13.

0 What exhibit are you looking at, Mr. Browne.
A Exhibit No. 1 and Exhibit No. 2.
0 So these two emails, Exhibit No. 1 and Exhibit

No. 2, where you're expressing dismay at the poor
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started becoming skeptical of the Consortium's
ability to --

This is when I started taking action on it. And,
you know, a little before this, I was getting
concerned. It was hard because they were giving
us reports that did not have the monthly
performance factor and just an inception-to-date,
so it was watered down. And I started doing my
own monthly's and looking at the work that had
been completed in a month and said, you know,
we've got a trend developing here, if it's not
corrected, we're going to be in trouble. And
that's what these emails were about.

And one thing I should mention, Mr. Browne. 1Is
there's going to be a number of occasions where
you know exactly what my question is going to be,
even before I finish. And I would just ask that
you -- even though you know that, if you hold off
on answering until I finish, because, otherwise,
it's going to be really difficult for the court
reporter.

Sure.

And it also helps because you might -- it helps

make sure you know what the guestion is too, so
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it's good for everyone.

Did Carlette Walker and Skip Smith become
skeptical of the Consortium's promises on
improving productivity at about the same time you
did or was there some time difference in who first
became skeptical?

MR. CHALLY: Object to form.

A Maybe a little bit of a lag. I mean, I had to put
the things on paper and show, but once they saw
the trends, it didn't take long for them to become
concerned.

Q Have you ever heard the expression "the canary in
the coal mine?"

A Yes.

Q Do you feel like you were sort of the first canary

to kind of express alarms about this issue?

A Yes.

Q Now, I want to be sure I understand your
organizational chain. You reported to Skip Smith,
correct?

A Correct.

Q Who else reported to Skip Smith?

A Occasionally, we would have an analyst. Maybe for

a year or two we had an analyst working for us.

And then in the last six months before I left we
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b

> 0

brought in -- actually he was an accountant, but
he was going to be taking my place. But most of
the time it was just me, just the two of us
working for SCE&G.

Who was that accountant that was brought in?

His name was Joey Gillespie.

Do you recall when he started on the project?

He was originally in our audit group. And I'm not
sure when he started in that group, but he changed
over from SCANA Services audit to SCE&G business
and finance about six months before I left, so
maybe January of 'l7 or 'l6 or so.

So he was in Carlette Walker and Kyle Kochems'
group?

No. He was in the audit group which was under
Iris Griffin at the time, assigned to our project.
Do you know whether Joey Gillespie started doing
the same work that you had been doing on the
project after you left?

Yes. That job changed drastically when we went to
fixed-price because we didn't have that monthly
target price invoice to review. But Joey took
over most of my responsibilities.

Who did Skip Smith report to when you were on the

project?
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A Ron Jones, the project manager.

Q And who else reported to Ron Jones, to your
knowledge?

A On my goodness. Direct reports? All of the

managers, the design engineering, Brad Stokes,
Alan Torres who was general manager of
construction. Roosevelt Ward was like ODNP, human
performance, you know, it's a nuclear term. Larry
Cunningham was quality. Licensing was April Rice.
When I left, Al Paglia before April. I think
that's everybody.

Q And to your knowledge, do you know who Ron Jones

reported to?

Ron Jones reported to Jeff Archie.

Do you know who Jeff Archie reported to?

Jeff Archie reported to Steve Byrne.

1O >0 b

Did Skip Smith ever talk to you about whether he
shared the concerns about the Consortium's
productivity and cost overruns with Ron Jones?

A No.

0 Did you ever ask him about that?

b

No.

Why not?

= ©)

I just assumed it really wasn't any of my

business. I mean, my job was to tell Skip. What
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Skip did with it was his business.

Q Did Skip Smith ever share with you any actions he
was taking to try to address the situation about
cost overruns?

A No.

Q What was the relationship, organizationally,
between Skip Smith and Carlette Walker?

MR. CHALLY: Object to form.

A Carlette was in the SCANA chain as the vice
president of nuclear accounting, but they sort of
functioned as co-leaders of our business and
finance group. I mean, Carlette had her people
working for her and Skip had me, and we worked as
a team. But skip did not report to Carlette.

0 Mr. Browne, in 2014 when your team reached its
cost estimates, the EAC team reached its cost
estimate, did you feel that you needed anymore
data from the Consortium to know that their cost
estimates were inaccurate?

A There were a lot of questions we had that we never
got answered, you know, for the Consortium. But,
honestly, we felt like ours was a better number,
not because of them leaving out anything, just
assumptions that they made and the performance

factor that they used. It was a big one.
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0 And let's go ahead and kind of dive into those

assumptions that are relevant to the estimate of

cost.
A Sure.
Q You mentioned performance factor. Would you say

that's the most important factor?

A Yes.
0 And can you list other factors that are relevant
to that estimate? Kind of -- and also describe

how important they are.

A Sure. Other factors would be the ratio of
indirect craft to direct craft. I think I
mentioned earlier indirect craft are people who
are maybe cleaning up and bringing -- you know,
keeping ice water in the coolers and taking care
of the facilities on-site. They're not directly
involved in constructing the plant. And there's a
ratio that was the direct to indirect ratio.
Normally, I was used to seeing maybe ten or
15 percent. If you have a hundred people direct
craft, maybe 15 people working on indirect to
support them. On this project, that ratio was out

of whack. At times, there were more indirect than

there were direct. Then there's a ratio of field
non-manual. Field non-manual are supervisors,
Thompson Court Reporting, Inc.[OIIO
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engineers, people like that. They're actually on
site, but they're not doing manual work. So
there's going to be a ratio of field non-manual to
direct craft. But everything in the estimate and
on a project derives from how many people does it
take to do the direct craft building of the
construction, so those are ratios that are
important. And you also have to look at the
schedule, how many months -- how long is the
project, because there's a cost associated with
maintaining a site that doesn't show up in your
manpower. You know, you're renting offices,
you're taking -- you've got water you're paying
for, you've got your utilities and all those sorts
of things, your warehouse space, maybe. And
there's a cost per month that you have to figure.
So the longer your project is, the more months you
have of that cost. So those are the big things
that drive your costs.

Q And those four things that you mentioned,
performance factor, ratio of indirect to direct
labor, field non-manual and schedule, were those
all factors that went into your cost estimate
model?

A Yes.
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Q Are there any other factors that you can recall
now that went into that model?

A I can't recall any. Those were the big ones.
Those are what drove the costs.

Q This model, did you have -- did you create some
kind of database with formulas in it that would
spit out an estimate or --

A It was a spreadsheet, just a fairly large
spreadsheet. You could print it all on one sheet
with the wvariables that you would change, such as
those ratios and your performance factor and the
schedule, duration and how much per month does it
cost to maintain a site. And when you put all of
that in there, the cost is going to come out.

Q So on the spreadsheet, if you were to change the
estimated schedule completion date, there would be
a formula in the spreadsheet that would show how
that would affect the estimated cost for the
estimated completion?

A Yes.

Q And you talked about this earlier, but I just want
to go back and be sure I understand. Was it your
testimony that both the Consortium estimate at
completion costing and your EAC team used the same

cost estimate model?
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A

Q

A

No, that's not true.

Okay. Can you explain to me what model they used?
They didn't use a model. They developed a
bottoms-up estimate that had reams of paper in it,
where ours was Jjust one sheet. So their cost was
built up based on starting from, you know, how
much rebar is in the project, how much structural
steel, how much concrete. We started with how
many labor hours are in the project and applied
those ratios to it to get a total. But we got our
labor hours from their raw data.

They were, though, using some sort of assumption
or estimate of what the productivity factor would
be?

Yes.

Do you have any understanding as to how they used
that number in their estimate?

They used the 1.15 performance factor in their
estimate.

And do you have any understanding as to how --
what formulas they used in their model wversus the
formula that you used in your model with a given
performance factor? Do you understand that
question?

No.
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Q Okay, let me -- so I understand they used a
performance factor of 1.15 --

A Right.

Q -- and your EAC team used a performance factor of
1.40. 1Is that right?

MR. CHALLY: Object to form.

A I'm not sure.
Q Okay.
A I'm not sure what we used. We used several. I'm

not sure what the final number was based on.

Q Okay. And we'll get to that later. Do you have
any understanding as to whether they weighted the
performance factor differently in their model
versus the weight that you placed on performance
factor in your cost estimate model?

A I don't think so, but I don't know.

Q Did Westinghouse ever provide you with the reams
of paper that you're talking about that they used

to come up with their EAC?

A Some of it, not all.
Q Can you describe what portion of it you received?
A We got a huge spreadsheet with, I don't know,

maybe 300 pages of stuff that went all the way
back to how much steel and how much rebar and how

much concrete and rolled into a cost for doing the
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work.

Q Were you able to understand the spreadsheet that
they gave you?

A Pretty much. Pretty much.

Q Did your EAC team use the same schedule assessment
that the Consortium EAC cost team used in 20147

MR. CHALLY: Object to form.

A Yes.

Q Did you just -- did your team just accept the
schedule assessment that was used by the
Consortium or did SCE&G do any independent
schedule assessment?

A Parties in SCE&G did do a schedule assessment, but
business and finance did not. And we used the
same schedule that the contractor used.

Q And I want to understand if you used that same
schedule because the construction team at SCE&G
did some analysis and came up with the same
assessment that the Consortium did or if the
construction team said just use the schedule
assessment that the Consortium came up with? Do
you understand the difference there?

A I do, but we were instructed to use the same
guaranteed substantial completion dates that were

in that schedule for our cost estimate.
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Q So your understanding is that SCE&G did not do any
independent schedule assessment, but was -- but

you were told to use the dates that the Consortium

A Well, my understanding is that SCE&G did do an
independent schedule assessment. I don't know the
results of that, but there was an assessment done
by others within SCE&G. But for consistency and
cost and matching, we had to use the same
schedule. You have too many variables. If you
start throwing in a different schedule and trying
to explain why is your cost different from theirs,
well, we used a different schedule. So we based
our cost on the same schedule that the contractor
used.

Q And I guess the question I would ask you about
that is your team said, look, we can't use the
same -- we don't think it's accurate to use the
same performance factor that the Consortium used,
so we're not going to assume that same performance
factor. Why could your team not say we're not
going to use the same schedule assessment that the

Consortium's using because we don't think that's

accurate —--
A Because we were not the schedule people. We were
Thompson Court Reporting, Inc.[OIIO
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the commercial people.
So your team was doing what was told?
MR. CHALLY: Object to form.
Correct.
And who told your team to use the schedule
assessment that was provided by the Consortium?
MR. CHALLY: Object to form.
Our team was not told to use the schedule
assessment by the Consortium. Our team was told
to use the guaranteed substantial completion dates
that were in place at that time.
And those dates to your understanding, were those
dates the same schedule assessment input that the
Consortium EAC team used to develop its cost
analysis?
Yes.
Who told your team to use the dates, the
guaranteed substantial completion dates, that the
Consortium had agreed to?
I'm not sure.
Who would you generally expect that to have told
you that?
MR. CHALLY: Object to form.
I don't know the source of -- you know, we were

Jjust told to use the same dates for consistency
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that the contractor used.

Q Do you recall who in your chain of command first

told you about your role in heading up this EAC

team?
A That would have been Skip, my boss.
Q Could it have been Skip who told you to use the

guaranteed substantial completion dates as the
input?
MR. CHALLY: Object to form.

A Possibly.

Q Is there anyone else who you would put within the
realm of the possible people who could have told
you that?

MR. CHALLY: Same objection.

A It did not originate with Skip. Somebody would
have told Skip.

Q And just to go back to your testimony, if the
substantial completion dates that were used by
your team had been later dates than what you used,

that would have increased the cost estimate that

your team reached. Is that correct?
A Yes. Not by a substantial amount, but -- because
your —-- the cost was driven by the labor cost. If

you've got a certain amount of work to do, if it

takes you a little bit longer to do it, your labor
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costs are the same. The only cost that would be
impacted by the schedule is that monthly carrying
cost for the facilities and things like that,
which is a small portion of the total cost
estimate. Does that make sense?

Q It does. Correct me if I'm wrong, but you're
saying that performance factor is by far the most

important input on this EAC --

A Absolutely. Absolutely.

Q That's the input that you cared the most about it?

A Yes, performance factors and those rations that I
addressed.

Q Okay. And that would be the indirect to direct

labor and the field non-manual ratio?

A That's right.

Q Can you describe the process that your team used
in coming up with the PF estimate that you used
for determining your own EAC estimate?

A We looked at what -- some specific areas where
they focused on doing work and we got some input
from our construction group, Kyle Young and his
people. And we looked at what their performance
factors had been on that recent work similar to
some of the work that was going to be done in the

future. And we applied a little bit of
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performance improvement, but not a lot to that.

And we felt like that was a rational analysis of,

you know, what could be expected in the future for

performance.
Q Why did you feel that was the rational approach?
A Because it would not be realistic to base it all
on the -- all categories of work if they weren't

going to be doing much of that work in the future.
And also, we wanted to have some focused areas
where experienced people were doing things for at
least the second time going forward because there
would be a lot of repetitive work. So we wanted
to take advantage of the learning curve instead of
having brand new people coming in because that
impacts your performance. So we felt like, you
know, these people have done this before; what was
their performance in this area; the design is all
worked out; they're doing it for at least a second
time; what was their performance here. And we
felt like that was the best that they could
achieve would be doing that.

Q Were you the lead on your team as far as
developing that PF assumption or estimate to be
used in the EAC model due to your engineering

background?
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A Yes.

0 I think you mentioned that your EAC team conducted
some interviews during this process. Is that
correct?

A Yes.

0 Do you recall who you interviewed?

A The primary person was Joe Aurostogui, and I'm

going to make a stab at spelling his last name.
A-r-o-s-t-e-g-u-i, I believe. He was a CB&I
project controls manager.

Q And why did you interview him?

A Because he was the lead project controls person

for CB&I on developing their cost estimate.

Q What information did you gather from him?

A An explanation of that 300 page spreadsheet and,
you know, explaining those -- their methodology
and developing their estimate. Because in order

to have an opinion on their estimate, we had to
understand as best we could how they developed it
and what went into their development of the
estimate.

0 Did you talk to him about the 1.15 PF that the
Consortium was using in its estimate?

A Yes.

Q What did he say about that?
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A

b

> 0

(@) >0 b

It was too low.

He didn't agree with 1it?

He didn't agree with it.

Did he say why?

He just didn't think they were going to make that
performance.

Did that factor into your conclusion that it
wasn't a good factor to use in --

It didn't really factor into it. It reinforced
it.

Did he mention anything about why the Consortium
was proposing that productivity factor when he
didn't think it could be reached?

Over his paygrade. He was directed to use it.
Did he mention who --

No.

Were there any other interviews that your team
conducted, other than Joe?

We interviewed some of the Westinghouse people,
and I can't remember specifically who. But most
of the costs were CB&I cost. And Joe was our --
we talked to him more than once.

Did CBI hire both the direct and the indirect
laborers?

Yes.
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Q Did they also hire the field non-manual labor?

A Yes. Well, there were Westinghouse people on-site
who would be considered field non-manual, but they
were not in the target price, they were in the

firm price scope.

Q So that wouldn't be a factor in your assessment of
costs?
A Correct. We were evaluating target price only,

target and T&M.
(Whereupon, Email SCANA RP0258894-96 was
marked Exhibit No. 14 for

identification.)

BY MR. COX:
) So, Mr. Browne, I've handed you a document marked
Exhibit No. 14. Like Mr. Haltiwanger instructed

you, go ahead and take a moment to review this

document. It's an email that I think you reviewed
partially in an earlier exhibit. It also includes
an attachment. Just let me know when you're ready

to discuss it.

A Sure. (Witness reviewing document). Okay.

) So, Mr. Browne, the first sentence you talk about,
"a plan for review of the EAC when we get it."

There you're referring to the EAC that was being
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conducted by the Consortium. Is that right?

A That's correct.

Q And you were planning to get it on Friday, August
29th. 1Is that right?

A That would be right, vyes.

Q In bullet point number one, you reference, "Being
separated from everything for the last two weeks
for work on the schedule has been good." What are
you referring to there?

A It was a schedule evaluation that was taking place
parallel to this EAC, and the people participating
in that were segregated into a different building
to get away from the normal daily phone calls and
emails and questions that came up. And I was
thinking that it would probably be good to be able
to do the same thing with the EAC team.

Q You weren't part of that schedule team, right?

A I was part of that schedule team, as the observer
from business and finance, because I knew that
information would be needed to go into this.

Q Who else was on that schedule team?

A Oh my goodness. It was a joint team between the
contractor and SCE&G. From SCE&G, Kyle Young, and
Bernie Hydrick were probably the only

representatives. It was primarily driven by the
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contractors.
Q Was Mr. Torres part of that group?
A No.
) The work that that schedule team did, was that

used at all for your EAC cost estimate?

A No.

0 Do you know what the results that that team
reached were?

A No. I pulled off of that to do this.

0 Were you unsure, at this time when you wrote this
email, whether you would be using the results of
that schedule analysis in your EAC cost estimate

rather than the guaranteed substantial completion

dates?
A Didn't really know then what we were going to be
using. Somewhere in the process, we were told to

use the guaranteed substantial completion dates.

Q Following up on that question, down at bullet
point number five you say, "What schedule do we
want to base our EAC on?"

A That's correct, that's the question.

Q So at some point after you sent this email, you
were told that the schedule that you would use for
your EAC estimate would be the guaranteed

substantial completion dates?
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A Yes.

0 Bullet point number four in this email, you
reference the need to define our mission and goals
for the EAC review. Can you describe what the
mission and goals were that eventually were
developed for your team?

A Our mission, as it turned out, was primarily to
validate the cost estimate, understand it and
validate it.

Q And in bullet point number six you say, "What will
be the product? Presentation to management?

Report? Both?"

A Right.

Q Ultimately, what was the product that your team
reached?

A A presentation, no report.

0 Now, you reference an attachment to this email,

and it's page three of this exhibit. Can you
describe what this attachment to your email is?

A These are questions that -- I think I probably did
this at home one night just trying to think about,
you know, what questions are we going to need
answered to be able to make an educated assumption
of the EAC. And it gets back to a lot of the

things that we've already talked about, such as
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the ratios, the PF for subcontract work, PFs for
direct labor work, field non-manual categories,
things 1like that, all of the inputs that would go
into developing a cost estimate. Or most of them,
I'm sure there's some that are not in here.

Q You mentioned on bullet point number one, "To what

level schedule has the EAC been developed?"

A Yes.

Q What do you mean by that?

A In scheduling, there's like a level one schedule
which you could draw with one line. Some people

call them stick and ball. It's just a line with a
circle and a date. And then you get all the way
down to the detailed schedule. I don't know how
many items were in the VC Summer schedule, but it
was over 100,000 activities in the schedule with,
you know, durations for each of those activities
and the sequence. Maybe a level three or a level
four is what that would be called. And my
question here was, you know, did they use the
detailed schedule for developing the cost or did
they use a level one schedule?

Q Would that affect how much you weighted the
schedule in your cost estimate?

A No, it would affect the accuracy of their schedule
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because they did a much more -- of their cost
estimate because they did a much more detailed
analysis as opposed to our one sheet. You don't
do a cost estimate for a $10 billion nuclear plant
on a one-page spreadsheet. The real cost estimate
should be done with, you know, lots and lots of
information going into it. And that wvalidity of
that information is directly related to what level
of schedule you base it on.

Q So I guess the question I'm asking is your -- the
cost estimate model you developed didn't weight
the schedule based on how reliable you thought the
schedule was?

A Correct.

Q And ultimately, you were provided schedule
information and told to use that in your cost
estimate, correct?

A Correct. Which was just the dates -- completion
dates. You're starting today and you're finishing
September 2019, September of 2020. From today
until then, how many months is it? How much is it
a month? You know, that was the level of what was
in our model.

Q Just to go back to that schedule team that

Mr. Young and Mr. Hydrick were part, are you
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familiar with the form of their final product, as
far as a schedule assessment, like whether it was
a PowerPoint, a presentation, an email?
A I am not, no.
(Whereupon, EAC Review Team Preliminary
Update was marked Exhibit No. 15 for

identification.)

BY MR. COX:

Q Mr. Browne, I'm handing you a document that's been
marked Exhibit No. 15 Bates-stamped
SCANA RP0024674.

A Yes.

Q If you can go ahead and review that and let me

know when you're prepared to discuss it.

A I'm prepared already.
Q Can you describe what this document is?
A This is the PowerPoint presentation that was used

in presenting the owner's EAC to our management.

Q Who prepared this document?

A Our team, the EAC team. I think Margaret Felkel
actually put it together, but it was with input
from our team.

Q Do you believe the preparation date of October o,

2014 is accurate to you?
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A I can't say for sure. I don't know why it
wouldn't be.

Q Do you recall whether the executive meeting that
you had the presentation occurred around

October 13, 20147

A That's about right.

Q Who was at that meeting?

A I can't say for sure. I do know -- I know Kevin
Marsh was there because I sat next to him. I know

that Lonnie Carter, Mike Crosby and Marion Cherry
were there from Santee Cooper. Skip Smith was

there. And I don't know who else was there.

) Were all the members --
A Typically, it would have been Jeff Archie, Steve
Byrne, Kevin Marsh. That's probably -- you know,

but I can't say for sure they were there, all of
those people. It's been four years ago.

Q So let's turn to page three of this document. The
first bullet on that page says "CB&I projects the
To-Go PF will be 1.15." That references the
performance factor that the Consortium was
projecting until the end of the project, correct?

A Yes. To-Go means from current date to the end of
the project, forgetting about the historical

impact of it.
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Q And you're also representing there that the
performance factor up to the date of August 14th
was 1.46. Is that right?

A That's correct.

0 And the third bullet point references, "EAC team
anticipates a To-Go PF closer to 1.40 and
recalculated the cost, resulting in an additional
increase of approximately 101 million." Does this
refresh your recollection of what the PF that your
team used was?

A Obviously. 1.4, yes.

Q When you say this is the cost impact of the To-Go
PF of 1.40 versus 1.15, what do you mean by that?

A That's $101 million more than the contractor's
cost estimate just because of this difference in
performance factor. For the same number of
hours -- same number of work hours, earned hours,
if you will, it's going to increase the cost by
$101 million just to go from a 1.15 to a 1.4.

Q Do you believe the Consortium's use of an
inappropriately low PF is the biggest factor as to
why their cost estimate was inappropriately low?

MR. CHALLY: Object to form.

A Several factors, not just the performance factor.

Those ratios that are mentioned, the indirect
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craft to direct craft, the field non-manual to
manual, the cost, the carrying cost, I don't
recall what they used, but it seems like it was
low. We did find in their cost estimate - And T
think it's probably mentioned in here. - they
developed a cost, sent it to their headquarters in
Texas, CB&I's headquarters, and the management of
CB&I just made discretionary cuts to the cost with
no explanation. We call them the Woodlands cuts,
and we identified those and felt like there was no
Justification for making those cuts and costs.

The work still had to be done.

So there were a number of reasons that you felt
the Consortium's EAC estimate was inappropriately
low?

Yes. They're probably pointed out in this
presentation.

Do you feel like the PF factor was the most
important one or could you not say that for sure?
I don't think it was. I think the Woodlands cuts
were more than that 100 million. Yeah, they cut
296 million, which is on slide nine. CB&I cut the
EAC by 296 million at a very high level.

So that's the page that has the long number at the

bottom of SCANA RP 00246827
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A

Q

Yes.

Can you explain, again, what that 269 million
number represents?

269 million?

Yeah.

Those are cuts that were removed from the
developed cost estimate by management of the
contractor in Woodlands, Texas without any
explanation as to how they were going to achieve
those cost savings. Because its target price, it
didn't really matter to them if they ever achieved
them or not. They were going to get paid what
their cost was.

So did your team use the full number?

We put it back.

Who actually made the presentation to the
management team at this meeting?

Our team, different sections. People had
separated out. Each one had a responsibility
during the review and we each did our own piece at
the presentation.

Did you receive any questions from management at
the end of the presentation?

Yes.

Do you recall what questions were asked?
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A No.

Q Do you recall the general response of the
executive team, such as surprise, disappointment,
fear? Could you characterize their response?

A I think it was more disappointment.

Q Was there any talk at that meeting about what

would occur next?

A No.

0 How long did that meeting last?

A A few hours.

Q Did anyone take notes at that meeting?

A Yes.

0 Who took notes?

A I couldn't say. Just about everybody. I mean,
everybody had a copy of this presentation and they
were jotting notes on it, so.

Q And I actually saw some notes on this one, page
246857

A There's one note on 24680. Yeah.

Q Do you know whose notes those are?

A I don't.

0 Where was this meeting held at?

A At the corporate campus, the new office building

down off of I-77. I don't know if you know what

I'm talking about when I say that.
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Q I don't. I don't know the old office either.
A Downtown at the -- what's -- the Hub now I think
they call it, residence.
(Whereupon, Email SCANA RP0020794,
0954157-161 was marked Exhibit No. 16

for identification.)

MR. CHALLY: I didn't notice this until just

now, but did you mean to have two attachments to

157
MR. COX: I did. I included a native file
with it.
BY MR. COX:
Q Mr. Browne, if you could go and review Exhibit

No. 16 and let me know when you're ready to

discuss that.

A (Witness reviewing document). Okay.

Q So, Mr. Browne, this is an email that was
forwarded to you from Marion Cherry. Is that
right?

A I was copied on it. Actually, it's from Marion to

Ron Jones and I received a copy of it.
0 Okay. And in the email that's being forwarded to

you, Mr. Crosby is sending an email to Mr. Byrne.
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Is that right?

A Yes.

Q And in the email, Mr. Crosby says that Marion
worked with business and finance to produce the
following charts that were discussed in the

executive steering committee meeting on March

b6th.
A Yes.
0 When Mr. Crosby says "business and finance," were

you one of the people that Marion Cherry worked
with to produce these charts?

A I think Marion produced the charts with

information that he got from business and finance,

and I did not give him the information. I was
aware of it. You know, it's -- I think he got the
information from Sheri Wicker. But either Kevin

or Sheri probably gave it to Marion.

Q The executive steering committee meeting on
March 6th, were you present at that meeting?

A No.

Q At the bottom of the first page of the email,
Mr. Crosby states, "As you recall upon receiving

the EAC August 2014, the Consortium promised to

self-correct and drive productivity and the labor

ratios back closer to the EPC basis." Is that a
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correct statement about what the Consortium
promised to do-?
MR. CHALLY: Object to form.

A That is a correct statement.

Q I'd like to turn to the last three pages which are
the charts attached to the email that was
forwarded to you. The first page of charts, at
the top it says, "Target cost 62.4 million over

EAC basis and five months following receipt of

EAC."

A Yes.

0 Do you know what that means?

A Yes.

0 Can you describe what that means?

A What that means is that as a result of not
achieving the PF performance goals and craft
ratios that we discussed, the target cost had
increased by $62.4 million during this period.

Q So would that be a statement that already just six
or so months after the Consortium's EAC, it's
already 62.4 million over the target cost that it
projected in August 201472

A That's correct.

Q Can you describe what the three charts below that

statement show?
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A The first chart is the direct craft productivity
which is the performance factors. The green line
down at the bottom is approximately 1.15 which is
what the EAC was based on. The red bullets above
there are the actual performance factors that
occurred in each of those months, which are all in
the neighborhood of two or more. One was as high
as 2.8. And the blue line is the cumulative
performance factor, that would be the
inception-to-date performance factor, increasing
as a result of those red bullets that you see
above it. And the $11.4 million is the cost

impact of those higher PFs during this period --

Q So that would be -- I'm sorry, go ahead.
A During this five-month period.
Q So that would be 11.4 million over the estimated

target due to the higher productivity factors?

A Yes.
Q Can you go on to the next chart?
A The next chart is the indirect and direct craft

labor. Again, that's the people building the
plant compared to the people supporting them, or
indirect craft. The EAC basis of -- it looks 1like
it's a .4 something, 0.4. And the actuals are the

red bullets. And the cost of that is $20 million
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compared to what it would have been had they met

their goals at the EAC.

Q Okay. Can you go to the last --
A And below is field non-manual to direct craft,
similar. The EAC basis looks like it's about a

.55 or something. Actuals are up over 1.2 and the
cost is $31 million.

0 Would it be fair to say, Mr. Browne, that by the
time of this email, there already existed
significant evidence that the Consortium was not
going to meet the EAC that they had projected just
six months earlier?

A Yes.

Q Is that the purpose, in your mind, of Mr. Crosby's
email to point out that the Consortium is already
not fulfilling the promises it made in August?

MR. CHALLY: Object to form.

A That would be my guess.

Q Do you know why Mr. Cherry forwarded this to you?
MR. CHALLY: Object to form.

A I can't say, other than to show me these curves.

I didn't -- I have not -- you know, he didn't give
me these curves. He gave —-- he prepared these
curves and gave them to his management. And this

would be him providing that to me.
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Q

A

When you say "curves," what are you referring to-?
The charts.

Do you have any reason to believe that

Mr. Cherry's information used here was not
accurate?

None whatsoever.

Did he usually use accurate information?
Absolutely, yes.

Can you go to the next to last page and describe
what this chart shows?

This one, yes. This is what I was describing
earlier today --

This is the chart?

-—- percent complete direct craft work. The
extrapolation shows along their current progress
where they would be at the August 'l9 date. And

the 100 percent complete is at the end of the

other line, if you're following me here. This
is -- at their current progress, they would be
here when it was supposed to be finished here. So

in order to make this date, they had to work and
improve and do the work along this line. And what
made it even more difficult is as this goes out,
this line gets steeper and steeper.

Is it fair to say, Mr. Browne, that the steeper
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that line gets, the harder it is for the
Consortium to meet the goals that it set out for
itself to complete?

A Yes. Yes, definitely. The steepness of this line
represents how much work they would have to do in
a given period. So while they were accomplishing
this much work, they needed to be doing that much.

Q Did this cause you concern?

MR. CHALLY: Object to form.

A This did not -- specific situation cause me a lot
of concern. This information did not cause me
concern because I already knew it. This was the

same thing that I had been raising flags about for

months.

Q So it didn't surprise you?

A Correct.

Q Why is it concerning for the project?

A Because it indicates that you're not going to
finish on schedule.

Q Turning to the last page, Mr. Browne. Can you
describe what that chart shows?

A It looks like there is a series of curves. And

this was prepared by Mr. Cherry and I'm not
totally familiar with it, but it appears to be a

series of curves that represent different inputs
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to the EAC cost model, such as varying the
performance factor or varying the indirect to
direct craft ratio and the field non-manual to
direct craft ratio and what those impacts of

varying those numbers are on the cost.

Q And there's a dot on this chart labeled PSC
filing. Can you explain what that represents?
A That would represent the cost that was included in

the Public Service Commission filing.

0 That was the filing in March 2015. Is that right?
A I'm not sure what the date of this was. Probably
is, yes, because this is -- this data is

September 'l4 to January '15.

0 The curve labeled EAC, is that a curve that uses
that EAC estimate developed by the Consortium or
by your team?

A That would be the Consortium number. That's a
1.15 performance factor, 0.39 direct -- or
indirect to direct and .53 field non-manual to
direct.

Q Do you know why the estimated cost for the
Consortium was higher than the number that was

provided by the company to the PSC?

A I do not.
Q Was it your belief that the number was the same?
Thompson Court Reporting, Inc.[OIIO

www.thompsonreporting.com

221

€1G Jo gzz obed - 3-0/€-210Z # 194900 - 9SS - Wd 02Z:€ ¥Z 1890100 810Z - A3 114 ATIVOINOY1O3 13




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

A Yes.

Q The top of this chart includes a row labeled
September '1l4 to January 2015 average PF 2.27.
Does that indicate that the performance factor of
the Consortium during that time period averaged
out to 2.277?

A I would assume, yes.

Q That's about twice the PF that the Consortium

projected. Is that right?

A That's correct.

Q What does that mean in layman's terms?

A That means that the cost has doubled, in layman's
terms.

0 Does it mean it's taken them almost twice as long

to get the work time?

A Not necessarily because you could have more
people. This is not a schedule related item here;
this is a cost related item. If you could
physically hire the people and put them in the
place to do the job, it just impacts your cost
because it takes more people to do the work. If
you can't hire the people or you can't get them
into the place to do the job, that impacts your
schedule because it takes longer.

0 Do you need a break, Mr. Browne?
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A I'm fine.

MR. COX: Does anyone need a break? Let's go
off the record.

VIDEOGRAPHER: This is the end of tape number
five in the deposition of Kenneth Browne. We're
off the record at 5:22 p.m.

(Off the Record)

VIDEOGRAPHER: This 1is tape number six in the
deposition of Kenneth Browne. We're on the record
at 5:32 p.m.

(Whereupon, Email SCANA RP0021575,
577-583 was marked Exhibit No. 17 for

identification.)

BY MR. COX:
Q Mr. Browne, I have handed you a document that's
been labeled Exhibit No. 17. Have you had a

chance to review that document?

A Yes.

Q It's an email from Sheri Wicker to Carlette Walker
copying you and Kevin Kochems. There's two
attachments to the email. Can you describe what

each attachment is?
A The first attachment is a log, as we called it,

but it's a spreadsheet. But it's actually just a
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log of questions that we would come up with during
our independent review and send the questions to
different people with the Consortium for
correspondence, you know, to provide an answer to
us. The different columns on there just represent
the date, who came up with the question or who
they should respond to with an answer. The basis
looks like a Unit Two substantial completion date.
Description of the question, which Consortium
member, either CB&I or Westinghouse, the person at
the Consortium and then a completion date and any
notes or comments regarding the response from the
Consortium.

0 Was this document sort of a living document that

was completed as your team did its work?

A Yes.

Q Who prepared the original spreadsheet?

A Sheri Wicker.

Q Where did she get the information to put in it?

A From the team members as we were reviewing through
the EAC.

Q So I guess I meant -- there's a column labeled

description along with each action item. How did
the team come up with these action items?

A Just questions that we may have as we're looking

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

224

€1G Jo Gzz abed - 3-0/€-210Z # 194900 - 9SS - Wd 02Z:€ ¥ 41890100 810Z - A3 114 ATIVOINOYLO3 13




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

through the EAC.

Q Through the Consortium's EAC?

A Yes, yes.

Q Do you recall when this spreadsheet was completed?
A It was done as we were conducting the review. I'm

not sure that every question was answered, so I
don't know if you could call it completed or not,
but it was just a working document for us to keep
track of our questions and the responses to the
questions.

0 The filename for this spreadsheet is EACs Review
Team Action Items Final 11-11-14. Does that
indicate to you that this spreadsheet was
finalized or you quit working on the action item
somewhere around November 11, 20142

A That may be the final date for a response. 1
don't know that we did anything after our
presentation to management, as far as reviewing
the EAC.

Q And that's what I was going to ask. That's a few
weeks after your presentation. And I was
wondering if you did recall whether there was any
cleanup items or work that was done right after
your presentation?

A I think there were some questions that were still
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outstanding and the answers may have come back
after. 1If you look at the date of the questions
originating, I think all of those will show up
during our review period.

Who is Joann Hyde?

She was the commercial manager for Westinghouse.
Is she the one you would go to from Westinghouse
if you needed data to help you come up with your
EAC estimate?

Yes.

Was she helpful in providing information?

Yes.

During your team's work, did she ever refuse to
provide any information you asked for?

I don't think so.

At any time during your work on the project, did
anyone from Westinghouse refuse to provide
information for any assessments or estimates you
wanted to make on cost?

I don't think so. But, again, we were not asking

them for information. What we were asking them

for were explanations of their costs. We had them

explain their cost and we would take their
explanation and either accept it as it was -- in

the case with Westinghouse, I think we did accept
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most of their cost as they presented them. CB&I,
we didn't agree with a lot of their costs so we
modified them.

Q So 1if -- for example, if the Consortium had a

certain PF factor for indirect to direct labor,

you would want to know how they came up with that

assumption or estimate for that factor?

A That's right.

Q And was Joe Aurostogui, was he helpful in
providing information that you needed for your

team's estimate?

A Yes.

Q Did he refuse to ever provide any information to
you?

A No.

Q Can you explain or describe what the second

attachment is to this email?

A This is an explanation of a spreadsheet that we

developed that had columns of various -- the first

column was the cost basis of the contract and then

the following columns were modifications to that

cost estimate. Without the spreadsheet, it's

difficult to make much sense of this, but it does

explain what the columns are on that sheet.

Q So we're talking now about the document that at
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the bottom is labeled EAC Validation Report. Is
that correct?

A That's correct.

Q And you're saying this document matches up with

certain columns on a spreadsheet that your team

prepared?

A Yes.

Q We haven't seen that spreadsheet here today, have
we?

A I have not seen that today. You may have, but I
haven't.

Q The meeting where the Consortium presented you

with their EAC, was that a sitdown meeting or did
they just give you paperwork?

A No, that was a sitdown meeting at our corporate
headquarters off of I-77.

Q So that's the same location where you presented

the results of your team's assessment to senior

management?
A Yes. And mostly the same people there.
Q And let's go ahead and go to that. The meeting

where the Consortium presented to you their
results, can you go ahead and state to the best of
your recollection who was there?

A It was myself, Skip Smith, Carlette Walker, Kevin
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Kochems. 1In general. I mean, I don't recall the
names and faces of everybody that were at that
meeting, but in general, it would have been us,
Kevin Marsh, Steve Byrne. I don't know if Jeff
Archie was there or Jimmy Addison, I can't say.

Q And that's what I wanted to know if it was only to
your EAC team or some members of senior management
were there?

A Yes, absolutely.

0 I think you mentioned earlier that you're not sure
what caused the Consortium to conduct an EAC
analysis. Is that right?

A We had -- the owner had asked for an EAC analysis
to be done for several years. I'm not sure what
finally prompted them to do it. Does that make
sense?

Q It does. And I'll follow up with that with asking
you based on your role at the project, do you know
who would be the most likely person to know what
caused the Consortium to do that review?

A It had to happen in senior management. I mean, I
don't know where it came from otherwise. That
would be, you know, Jeff Archie, Steve Byrne or
Kevin Marsh. You'd have to get the answer to that

from one of those three.
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Q Did you ever discuss with SCANA and SCE&G
management the possibility of doing an owner's EAC

earlier than 20142

A No.

Q Was that topic ever brought up to you by anyone
else?

A Well, we had our model that we developed and

trying to keep that updated. And it was sort of a
living model as well. And we probably started
doing that in early 2014. But it was not prompted
by anyone. We Jjust did it within business and
finance.

Q So business and finance started a model that gave
a rough estimate of EAC costs starting in early
20147

A That's when we started working on it. It took a
while to get it tweaked and working, vyes.

Q Did that model continue working even after your
team finished its work and presented the results
of your in-depth analysis to senior management?

A Yes, we actually used that model to justify the
fixed-price.

Q I'd like to turn to the last attachment to this
email, page three of that document. 1It's labeled

21579 at the bottom.
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A

Q

Right.
Actually, go to the bottom of page two of this

document. It says, "In the four subsequent months

since receipt of the EAC, the ITD PF has increased

steadily from to 1.45 to the current value due to
monthly values of 1.97 for August, 1.95 for
September, 1.91 for October, and 2.48 for
November." To your knowledge, is that an accurate
statement of the data that occurred after --

I believe so, yes.

The next page says, "In its EAC, the Consortium
assumed that the project would reach a goal of

PF -- a goal PF of 1.15 within six months. This
does not appear to be achievable." 1Is it correct
to say that the Consortium assumed that the PF
goal of 1.15 would be reached within six months?
Yes.

And that would be around February 2015. Is that
correct?

Right.

So is it correct to say that in February 2015
SCE&G knew that the Consortium had failed in its
goal of reaching a PF of 1.15 within six months?
Yes.

This last attachment to this email, do you know

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

€1G Jo zez abed - 3-0/€-210Z # 194900 - 9SS - Wd 02Z:€ ¥2 41890100 810Z - A3 14 ATIVOINOYLO3 13



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

when this document was created?

A I believe it was created concurrently with the EAC
review, so fall of '1l4.

0 It's referring to PFs --

A It does have -- it has PFs after that, so it had
to be afterwards, yeah.

0 And I think you had testified earlier that your
team didn't prepare a report. When I saw this, I
looked at it as a report from your team. Would

you look at it as a different type of document?

A Yes.
Q Can you describe the difference?
A This is separate from -- okay. This document is,

again, addressing the spreadsheet that we've not
seen yet, which was a summary of the Consortium's
EAC and our review comments specifically addressed
to those columns from the EAC.

0 So, in your mind, this document kind of sets forth

what's in that spreadsheet?

A Yes.
Q Explains it.
A Explains it. ©Now, had there been a final report

done, it would have been developed based on this

information. This was our working papers here of
the review. This is not prepared to be a formal
Thompson Court Reporting, Inc.[OIIO
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presentation of a report to be given to anyone,
but it is our summary of our review team's efforts
for our use.

Q Did Ms. Wicker also draft -- do the drafting of
this report?

A All of us took part in this.

Q It sounds like all of the documents that your team

generated, your team all contributed to those

documents. Is that correct?
A Yes, that's correct.
Q Do you know why Ms. Wicker was sending these

documents to you in May of 201572

A Actually, she sent them to Carlette. And I'm not
sure why she did it in May of '15.

Q That meeting that you described earlier in which
Carlette Walker's PSC testimony was being
developed, was there any discussion at that
meeting about concern that the Consortium's EAC
estimates were already six months later off the
mark from what the Consortium had represented that
they could do?

MR. CHALLY: Hold on. Subject to the
discussion had earlier on the record and
specifically our continuing instruction since

overruled by the judge for the witness not to

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

233

€15 Jo y€z abed - 3-0/€-210Z # 194900 - 9SS - Wd 02Z:€ ¥2 41890100 810Z - A3 114 ATIVOINOY1O3 13




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

answer, 1if you want to proceed have at it.

A So, yes, there was discussion of the facts that
performance since submission of the EAC did not

support the cost contained in the EAC.

Q Is that a point you raised at the meeting?

A Yes.

Q And how was that point responded to by those
present?

A The response was we cannot submit a cost that is

higher than what the Consortium has provided us in
their estimate because that would be viewed as a
contingency over and above the cost provided by
the Consortium, and we cannot propose a
contingency on the project.

Q Was there any discussion at that meeting of asking
the Consortium for an updated cost estimate since

the estimate they had provided was over six months

old?
A No.
Q Is that a point that anyone brought up-?
A I don't recall it being brought up.
Q I know you testified that you don't believe

Carlette Walker was at that meeting. Do you

recall whether any non-attorneys were present at
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that meeting besides yourself?

A Yes.
0 Who was there?
A Probably Kevin. I mean, I don't have a

photographic memory, but I would guess Kevin
Kochems, Byron Hinson. He typically was at the
testimony prep meetings. Skip Smith. Carlette
would have been there had she not been required
other places. Kenny Jackson was there
occasionally. He may be an attorney, I'm not
sure. Again, those are typical attendees. And I
can't say for sure who was in every one of those
meetings.

Q Did you attend any other testimony prep meetings
other than that one?

A I did before that. And incidentally, I was never
invited to another testimony prep meeting.

Q Are you aware that Mr. Kochems took over
Ms. Walker's role in submitting cost information
to the PSC after Ms. Walker left SCANA?

MR. CHALLY: Object to form.

A Yes.

0 And you were not invited to the meeting in which
he was -- his testimony was prepared. Is that
right?

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

235

€1G Jo 9¢z abed - 3-0/€-210Z # 194900 - 9SS - Wd 02Z:€ ¥Z 41890100 810Z - A3 114 ATIVOINOYLO3 13




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

A Right.
Q Did that strike you as unusual?
A A little bit.

0 Why is that?

A Because I had always been involved before.

Q Did you ask anyone about that?

A No. I didn't want to go. I was happy, I had
enough to do.

Q How many had you attended before the 2015 one in
which Ms. Walker you don't believe was present?

A Five to ten, not a lot. More than -- you know,
not one or two.

0 I think you testified earlier that the explanation
that you were given about a contingency as being
the reason for the data being submitted to the PSC
was made by one of the attorneys, but you didn't
recall which attorney. Is that correct?

A Yes.

0 It was either Mr. Gissander (ph) or Mr. Belton?

MR. CHALLY: Object to form.

A No. It was either Mr. Ziegler or Willoughby.

Q Were both of them present at that meeting?

A I think so. I'm not positive, but I think so.

Q When the fixed-price option was being considered

later in 2015, did you ever hear anyone say that
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one benefit of entering the option was to avoid
telling the PSC about any discrepancies between
actual projected costs and costs under the
fixed-price option?

A I never heard that.

Q Same question with respect to ORS. Did you ever
hear anyone say that one benefit of entering the
fixed-price option was to avoid telling ORS about
any discrepancy between the actual estimated cost

to complete and the cost under the fixed-price

option?
A I did not hear.
Q Did you ever have any discussions with anyone

regarding whether to disclose your EAC team's work

to ORS?
A I did not participate in any discussions of that.
Q What was your involvement with ORS during your

time on the project?

A It was fairly limited. I did, incidentally, with
the EAC, I was asked to make a presentation to the
ORS group on-site. Two, maybe three other times,
I had met with them to discuss issues, you know,
specific issues or questions that I was most
qualified to explain. But that particular time

with the EAC, that was probably my most focused
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involvement with the ORS.

Q What did you share with ORS at that meeting?

A The EAC costs.

0 Your team's work?

A No.

Q Okay.

A The contractor's work.

0 Do you recall, roughly, when that meeting occurred
in relation to the briefing the Consortium gave
you in late August 2014 and your team's
presentation of your results to senior management
in October?

A I don't recall.

Q You don't recall whether your meeting with ORS
occurred before or after you presented the results
of your team's work to senior management?

A I think it was after, but I can't say for sure. I
think it was actually much after, you know, like
maybe six months later or so, but I can't say for
sure.

Q And what did you tell the ORS about the
Consortium's EAC estimates?

A I presented to the ORS the estimate that we had

been provided. I made it clear the factors that

the estimate was based upon, including the
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performance factor and the ratios. I also
presented what the current ratios were. And I
guess the way my conscience allowed me to do that
is because the ORS had people there who were
capable of taking the information that I provided
in coming to their own conclusion. And I can't
say what conclusion they came to or what they did
with it.

Q And when you say "your conscious allowed you to do
that," you mean the ORS could see the disconnect
between the productivity that's actually occurring

and what the Consortium had estimated for their

EAC?
A Yes.
Q When you say "your conscious allowed you to

present that," do you mean that you didn't
actually connect the dots for them and say we

don't think this EAC is -—-

A Exactly.

Q -- 1s attainable?

A That's correct.

Q Okay. Did anyone instruct you not to inform ORS

that you did not believe the Consortium's EAC was

attainable?
A I was not instructed what not to say. I was
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instructed what to say. We had talking points
that were developed and I was to provide those
talking points. There's a difference.
Q By receiving those talking points, did you get the
understanding that you were not to tell ORS that

you did not believe the Consortium's EAC was

attainable?
A By getting those talking
as to what I was to tell
0 And your belief that the

attainable was not among

points, I was instructed
the ORS.
Consortium's EAC was not

those talking points?

A That's correct.

Q Who gave you those talking points?

A I believe it was Byron Hinson. I can't say for
sure, but I think it was Byron.

Q What was his role?

A He's something in the regulatory field. I'm not
sure what his -- he deals day-to-day with the ORS.

Q Were the talking points he gave you, was it a

one-page document or multipage?

A Oh, I don't remember.
Q Were they in writing or did he orally give you --
A They were in writing.

Let me finish the question.

> 0

Yes.

oooooo
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Q Did you get those talking points via email or were

they delivered to you by hand?

A By hand.

Q Did that strike you as unusual?

A No.

Q Why is that?

A Because we got a lot of stuff, particularly

regarding the regulatory issues and the testimony
preparation and things like that were copies

presented at the meetings that we would attend, no

email.

Q Did you have any understanding as to why that was
done?

A No.

Q What did you do with the talking points after your

ORS briefing?
A Most likely carried them back to my office and
stuck them in a file somewhere. It might have

been file 13, I don't know.

Q Was Mr. Hinson present at that meeting with the
ORS?
A Yes.
Q Do you know whom else from SCE&G or SCANA was
present?
A I believe Skip Smith was there, Shirley Johnson,
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Margaret Felkel. And that's probably it.

Do you know who from ORS was there?

I know Gary Jones was there, a consultant.
Anthony James. It seems like Ellen. I can't
remember her last name. Ellen Powell, maybe.

Was there any discussion at that meeting about the
disappointing productivity to date from the
Consortium?

Yes.

Can you describe what discussion occurred there?
Mr. Jones was very familiar with the performance
and the performance factors to date, and he
challenged why we were comfortable assuming those
factors.

And how did you respond to those challenges?

Just told him that the Consortium had promised us
they were going to achieve them.

Do you recall any other discussions that occurred
at that meeting other than what you've described
so far?

No.

How long did that meeting last?

The meeting was all day, but I was only there for
a short period. I was there to discuss that and I

left.
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Q Was there any other paperwork that you recall
using in your portion of the meeting, other than
the talking points?

A We may have had a spreadsheet from the Consortium,
but I'm not sure, you know, the cost, the EAC
spreadsheet that they provided.

Q Was there any discussion that you had with any of
your colleagues at SCE&G and SCANA about revealing

the results of your EAC team's work?

A To the ORS?

Q Correct.

A Not really.

Q Were you ever involved in responding to

information requests from the ORS?
A Occasionally.
Q Can you describe what kind of information request

you would respond to?

A It's been a while and I can't specifically address
any.

Q Would it include these invoice disputes?

A Not usually. The ORS did not normally get
involved in -- to the level of detail that I was
on the invoice disputes. Now, in general, they

have, you know, asked a question, how much, what

value have you disputed and things like that, but
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even I didn't answer those. Sheri Wicker
typically would handle that.

Q Did you have any conversations with your
colleagues after that meeting with ORS about what
was revealed to ORS at that meeting and what was
not revealed?

A No.

Q Did you have any discussions with any of your
colleagues about whether to reveal the results of
the Monte Carlo analysis and SCE&G's 2016 filing
to the PSC? In other words, the analysis that
showed the actual costs on the project would
almost surely be greater than the fixed-price
option costs?

A I did not have any discussion, but I believe it
was revealed as justification for the fixed-price
option.

0 And you weren't involved at all in that 2016 PSC

filing, correct?

A No.

Q I'm going to skip around to several different
topics, Mr. Browne. The good news for you is that
means I'm almost done. Mr. Browne, there were no

revenue modification cases filed with the PSC

between 2012 and 2015. Do you know why that is?
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MR. CHALLY: Object to form.
A I don't.
0 Who would be the most likely source of information
on that question?

MR. CHALLY: Same objection.

A Kevin.

0 Kevin Marsh?

A Kevin Kochems.

Q Oh.

A I'm sorry, yes.

Q Are you aware of any employees that left the
project because they disagreed with the way the
project was being operated?

A No.

Q In your opinion, was SCE&G either too stringent in
holding invoice payments in 2015 and early 2016 or
failing to be forceful and paying too much on
invoices?

A I think we did all we could do within the bounds
of the contract. It was a very onerous contract
on the owner, as far as disputing invoices. If

there was something that we disputed, if it was
under a million dollars, we had to pay it anyway
and then still dispute it. It was over a million,

we could only withhold ten percent and then
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dispute it. And we went outside of the bounds of
that because there were just some things that we
couldn't take anymore and we started disputing and
withholding and daring the contractor to make an
issue out of it.

Q Is it fair to say that you don't have any
criticisms of the way senior management ran the
invoice dispute process for the project?

A That is correct.

Q Did the commercial team ever discuss the need to
delay equipment purchases due to the lack of
schedule progress?

A No.

Q During your time on the project, what was your
observations as far as the relationship among the
Consortium members, Westinghouse and CB&I?

A Seemed to be troubled, very troubled. At times, I
think we got along individually better with
Westinghouse and with CB&I than they got along
with each other, and they were supposed to be
partners. There was something in the background
that was causing problems there.

Q Did you view Westinghouse's request to remove CB&I
as a member of the Consortium as potentially being

a positive step?
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A Yes.

Q What did you observe as far as the relationship
between the Consortium and SCE&G during your time
on the project?

A Generally positive. There were some hard spots
that we got into occasionally, but generally it
was a positive relationship.

Q Do you have any criticisms of actions that were
not taken by SCE&G that might have improved the
productivity factor on the project?

A Say that again.

Q Sure. You were disappointed, as you've testified,
about the productivity that the Consortium,
particularly CB&I --

A Right.

Q -- had on the project. And I was wondering if
there were any actions that you felt the owners
could have taken to improve that and weren't
taken?

A Yes. I honestly believe there were some actions

that we could have taken to improve that.

Q Can you describe those?
A A big problem that I saw -- and this is an opinion
and not a fact. But from my experience, I saw as

the schedule was pushed out for regulatory reasons
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or designs not being complete, but we had craft on
site with no work to do. That impacts your
performance factor in two ways. Because at the
time that's happening, you got people you're
paying with no work to do, so that impacts your
performance. Then when they get work to do, they
don't want to do it because they're used to
sitting around. So I think that was what we saw
later in the project with poor performance factors
was we had three or 4,000 craft people there who
had gotten used to not working a full day. So
when there was work there for them to do, they

didn't want to do it.

0 What could SCE&G have done to help address that
issue?
A We could have told the contractors to when you

don't have work for people to do, send them home.
Don't have them working 50 hours a week when they
don't have work to do. And we didn't do that.

Q That type of instruction would have come from a
different section than your section, correct?

A Yes, yes.

Q Are there any other examples you would give as to
steps that SCE&G could have taken to improve

productivity?
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A Probably not. Probably not. That situation that
I explained is just one that bothered me a lot
because we didn't take that action.

Q What involvement did your team have in verifying
milestone payments that were made to the
Consortium?

A The commercial team received verification from the
construction group for construction milestones.
And we would make the payments based on that
documentation that we got from construction. Now,
if the milestone was the procurement of a certain
piece of equipment or something like that that was
more of a paperwork milestone, we verified those.
But as far as construction milestones, the
documentation to support that was totally prepared
by the construction group.

Q Did you feel there were adequate tracking and
auditing systems to validate these payments?

A Yes.

Q When you say commercial group, is that referring

to both you and Skip and Carlette, SCANA team?

A Yes.

Q Is there any groups besides those two teams?
A No.

0 How much involvement did commercial have with
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Santee Cooper in reviewing invoices and
reconciling them?

A Marion participated generally in the final invoice
review and sign-off meetings. But detailed
review, he did not participate, you know, to the
level of what I was doing and the other people
that were reviewing.

0 What was your view of Fluor coming onto the
project? Did you view that as a positive?

A I viewed that as very positive.

Q What was your impression of their work during the
time you were on the project when they were there?

A I was only there for a short period, but it was --
I did see an improvement immediately when they
showed up on-site.

Q When did you learn about the schedule assessment
results that the Bechtel group reached from their
2015 assessment?

MR. CHALLY: Object to form.

A I didn't ever learn of that. I didn't see
anything from Bechtel other than they made a list
of recommendations. And sometime in early 2016,
Skip brought to me some of those recommendations
and wanted -- that were related to business and

finance and wanted to know, you know, if we were
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doing that or, you know, what we could do to meet
those recommendations. As far as Bechtel's review
of the schedule -- in fact, today, I still don't
know what it was.

Q Does it surprise you that you weren't told about
their assessment results?

MR. CHALLY: Object to the form.

0 I mean, do you view that as more of a construction
type issue that you would expect to be notified
about?

MR. CHALLY: Same objection.

A For the schedule or for their total review?

0 Let's start with the schedule.

A I didn't get involved too much with schedule, so
I'm not surprised. That was -- schedule was

handled by the construction group.

0 What about their total review?
A Their total review, I can't say for sure because
no one ever told me don't talk to Bechtel. But

there seemed to be a wall between me and Bechtel
while they were on-site, sort of an invisible

wall. They didn't want Bechtel to talk to me.

Q What gave you that impression?
A Anytime Bechtel came up, if I walked in the room
(sound effect) it was quiet. I never met any of
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the Bechtel people, which was a little unusual.

Q Do you know of other finance people who did meet
them?

A I don't think any of our people met them.

Q Is there anything else that gave you the

impression that there was that wall between you

and Bechtel?

A Just a feeling.

Q Did you ever attend any PSC hearings?
A No.

0 What did you think of Carlette Walker's

performance as an employee, up to the time she
left the project?

A I thought Carlette was a very, very respectable
and hard-working, conscientious, good employee.

Q Did you feel her performance was still good even
after she started experiencing these personal
stressors?

A Yes.

Q Do you believe that the stress that she felt from
providing testimony that she didn't believe in
contributed to the overall stress that she was
experiencing?

MR. CHALLY: Object to form.

A I can't say for sure. One would think, yes.
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Q

Are you familiar with any SCE&G employees copying
and safeguarding plans on how to build the units?
I don't understand that question.
Do you know who Shirley Johnson is?
Yes.
Do you know if she ever told you that SCE&G was
safeguarding plans on how to build the units?
Well, that gets back to the lockbox that we
discussed this morning. We were supposed to have
in that box all of the proprietary information
necessary to complete construction and licensing
and operation of the plant.
Do you feel that the Consortium met its
obligations to provide the information in that
lockbox --
I have no idea. It's probably still locked. I
don't know.
Did you help prepare a document that Carlette
Walker provided to Jimmy Addison about the
potential target costs around early 20157

MR. CHALLY: Object to form.
I provided Carlette with information. And what
she did with it, I don't know.
She never mentioned to you that she wanted

information to present to Jimmy Addison?
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A Yes.

Q She did mention that?

A She did mention that.

0 Did she tell you what she wanted, what information

she wanted?

A She told me she wanted the cost information.
Q Did she tell you why?

A To present to Jimmy Addison.

Q And did you have an understanding of why she

wanted to show him that?
MR. CHALLY: Object to form.
A I guess he needed to know. I mean, that's her
job. I do my job; she did her job.
Q Did she ever tell you I think Jimmy Addison needs
to understand that the cost projections are not
what the Consortium's telling us and so that's why

I need you to give me the information --

A She didn't directly tell me that, no.

Q Do you know who Bill Timmerman is?

A Yes.

0 Who is he?

A He's a former president and chairman of the board
for SCANA.

Q Do you know 1f any payments were made to him after

he retired?
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A Yes.

Q What do you know about that?

A I know there was a series of payments that were
made to him. I don't recall the exact amount, but
as a consultant for negotiating any problems or
issues that may come up during construction, and
those payments were made for several years after
he retired.

Q How did you come to understand or learn about
these payments?

A Kevin Kochems told me.

Q What was your view of these payments?

A I don't understand that question.

Q Did you feel these payments were justified?

MR. CHALLY: Object to form.

A That's not my business to know if they're
justified or not. I didn't get any when I left.

Q Are you aware that there's a hearing scheduled
before the Public Service Commission in November?

A No.

Q There's a hearing scheduled on SCE&G's request to

participate in a merger and to recover its costs
in the project of approximately $5 billion on the
ground that its behavior on the project was

prudent and to have those costs recovered through
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rates paid by ratepayers. Do you believe, based

on your experience on the project, that SCE&G

should be able to recover all of the costs that it

incurred on the project on the ground that it was
prudent?

MR. CHALLY: Object to form.
One hundred percent or some portion?
One hundred percent. Do you think they should
recover all of their cost?
No.
And why is that?
Because there were decisions made throughout the
project that I would consider not prudent.
And this goes back to your statements earlier
about the representations of the progress of the
project versus what was actually happening on the
ground?
No, it goes back to decisions that were made on
expenses that were paid throughout the project
that I would not consider to be prudent.
And that goes back to your examples about the
expenses that you identified?
I haven't given any examples of those.
Can you give one now?

I can't. I don't know. I just know there were
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expenses incurred that I don't feel were prudent.

Q Do you have any travel planned in the month of
November?

A Travel planned?

Q Do you have any vacations to the Bahamas planned?

A I do not, but I do have -- if you're seriously

asking this gquestion, I am currently a reserve
technical specialist for FEMA and there's a very
good chance that I'm going to be deployed to
somewhere in eastern North Carolina probably in
early November.

Q How do you get that understanding?

A Through the contractor that I'm employed by. I'm

not employed, but I'm on his roster as a technical

specialist.

Q How much notice will you get when that occurs?

A It could be as little as 48 hours.

Q And how long could deployment last?

A Six to 12 months.

Q Other than that, if that deployment does not
occur, are you planning to be in the state the
month of November?

A Yes.

MR. COX: Thank you for your time,

Mr. Browne. I have no further questions.
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MR. ELLERBE: I have no questions.

EXAMINATION

BY MR. CHALLY:

Q Mr. Browne, my name is Jon Chally. I represent
SCE&G and SCANA in the matters that are here, that
we're here to talk about today. I do have a few
questions for you.

A Okay.

Q First, you indicated that you had interacted with
the ORS at certain times throughout the project.
Is that right?

A Occasionally. Rare occasions, yes.

Q And specifically, this meeting you discussed with
Mr. Cox, I'm not sure we identified a precise
timeframe for it, but the meeting with the ORS
where you discussed estimate at completion. 1Is
that right?

A Correct.

Q Do you believe you should be subject to criminal
prosecution for any of the information you shared
or did not share with the ORS in this meeting?

A No.

Q Do you believe you made any material misstatements

to the ORS at any point throughout the project?
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A No.

Q Do you believe you made any material misstatements
to the ORS in the meeting that you discussed with
Mr. Cox?

A No.

Q And do I understand your testimony previously that
you believe you did not make any material
misstatements because you disclosed three things
to the ORS in this meeting. One, that the
estimate at completion you were presenting is one

that came from the Consortium?

A Right.
Q Is that right? Two, that there, that -- well, I
think I only have two issues. Second, you tell me

if I'm missing any, that you also described the
current productivity ratios that you had seen the
Consortium be able to meet?

A I presented the cost as provided by the
Consortium. I presented the factors that that
cost was based on, which were the performance
factors, the indirect to direct craft ratios, and
the field non-manual to direct craft ratios that
the cost was based on, and I also presented the
current data for those ratios.

0 So that, in your view, is a complete and
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sufficient picture to describe the estimate at
completion work that you did. Is that right?

A That is a complete picture to describe the
estimate at completion that we got from our
contractor. I never presented that as SCANA's
estimate at completion.

Q Fair enough. And describing what you received
from your contractor in the way that you did, is
not, in your view, a material misstatement, right?

A Correct.

Q Would you agree with me that Westinghouse provided
an estimate at completion to SCE&G in 20142

A Yes.

Q Would you also agree with me that that estimate at
completion was based on certain assumptions that
Consortium had made as to continuing progress on
the project?

A Yes.

Q Would you agree with me that one of the specific
assumptions was that there would be a productivity
factor of 1.15?

A Yes.

Q Would you agree with me that the Consortium had
committed to achieve that productivity level?

A They did, yes.
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Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

Q Would you agree that it was in SCE&G's financial

interest to hold the Consortium to this

commitment?
A Absolutely, vyes.
Q And that's because any deviation or decrease in

productivity beyond the 1.15 productivity factor,

meaning the productivity factor goes up --

A Right.

Q -- would lead to higher SCE&G costs, right?
A That's correct.

Q It would also lead to higher cost to the

ratepayers, right?
A That's correct.

0 So it was in everyone's interest, SCE&G and the

ratepayers' interest, to hold Westinghouse and the

Consortium to this 1.15 commitment?

A Yes.

Q Then you're aware, are you not, that in 2015 SCE&G

requested approval of certain costs from the PSC
and that those costs accepted the consortiums
productivity assumptions?

A Correct.

0 You also agree with me, would you not, that SCE&G

said that, that it was using the productivity

assumptions it had received from Westinghouse and
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Electric & Gas Company, et al.

CB&I went it requested that information, right?
SCE&G said it to whom?

To the Public Service Commission.

I'm not sure what SCE&G said to the Public Service
Commission.

You're familiar with the testimony that was
provided in connection with this request for
increase costs in 2015, right?

I know there was a testimony prepared. I didn't
memorize it.

Sure. But you're familiar with the fact there was
testimony?

Yes, absolutely.

And you've already discussed some of Carlette
Walker's testimony?

Right.

And that was provided in connection, in this
proceeding that we're talking about, right?

Right.

Are you familiar with the fact that Steve Byrne

provided testimony in that proceeding?

Yes.
(Whereupon, 2015 Direct Testimony of
Stephen Byrne was marked Exhibit No. 18
for identification.)
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Electric & Gas Company, et al.

BY MR. CHALLY:

0 Mr. Browne, I have handed you what I've marked as
Exhibit No. 18 to your deposition. This is
prefiled testimony, direct testimony of Stephen

Byrne submitted on behalf of SCE&G in Docket No.

2015-103E.

A Right.

Q Do you recall seeing this before?

A I don't recall ever seeing the entire testimony in
this form. I did see 1t on the screen as it was

being developed.

Q So this is among the testimony that you recall
reviewing in this meeting --

A Yes.

Q -—- that was the subject of some discussion
earlier. Is that right?

A Yes.

Q Just one reminder for us as we're getting late in
the day. I'll do my best to let you complete
answers before I begin my next question. I'd
appreciate it if you could do the same, allow me

to complete the gquestion before you begin your

answer. Is that fair?
A Yes, it 1is.
Q Okay, good. Flip with me to page 20 of this
Thompson Court Reporting, Inc.[0000

www.thompsonreporting.com

263

€1G Jo $9z abed - 3-0/€-210Z # 194900 - 9SS - Wd 02Z:€ ¥Z 41890100 810Z - A3 114 ATIVOINOYLO3 13




Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina 264
Electric & Gas Company, et al.

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

document.

(Witness complies).

First, let me ask you this, do you have any
question in your mind that this testimony
accurately conveyed that the assumptions
supporting the cost estimate provided in this
testimony came from Westinghouse and CB&I?
Please ask that question again.

MR. CHALLY: Can you read it back.

COURT REPORTER: First, let me ask you this,
do you have any question in your mind that this
testimony accurately conveyed that the assumptions
supporting the cost estimate provided in this

testimony came from Westinghouse and CB&I?

I will have to look in here and see what's in
here.

Okay, let me refer you to the page, page 36
paragraph begins, "In the third quarter of 2014."
Right. I don't see the PF addressed in here.

I didn't ask about the PF yet. We'll get to that.
Right now I'm asking you whether this testimony
accurately conveyed that the information, the
assumptions under which we were -- SCE&G was

requesting revised costs in this proceeding or

Thompson Court Reporting, Inc.[OIIO
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assumptions that came from WEC and CB&I.

I understand now, yes.

Does this language in this testimony convey that
point to you?

In general, yes.

Let me refer you to page 39, the first full
paragraph. I'm going to read it into the record
while you review it. "The schedules presented here
are the schedules that WEC and CB&I has presented
to SCE&G that it is prepared to meet and that
SCE&G has carefully reviewed with WEC and CB&I."
Do you see that?

Yes.

Does that also convey to you that the assumptions
under which the costs were developed, the costs as
sought in this proceeding, were those received
from WEC and CB&I?

Yes.

Now let's talk about productivity factors a little
bit. Were you aware that this testimony conveys
the fact that WEC and CB&I has not met the overall
productivity factor on which its original cost
estimates were based?

I have to read it to see before I can answer that

question.
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Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

Q Okay, let me refer you to page 21.

A Yes. Okay.

Q The very first sentence of the second paragraph,
I'll read it while you review it. "For various

reasons, to date WEC and CB&I has not met the
overall PF on which its original cost estimates
were based."

A Okay.

Q So does that accurately describe to you the facts
that you understood at the time that WEC and CB&I
had not met the productivity factors?

A Yes.

Q This is the same point that you conveyed to the
ORS in your meeting with them, right?

A Yes.

Q And then it continues, "Unfavorable productivity
factors have been a matter of frank and direct
discussion between the parties and WEC/CB&I's

senior leadership has recognized the need to

improve in this area." Do you see that?
A Yes.
Q Is that similar to what you conveyed to the ORS in

your meeting with them?

A Yes, it 1is.
0 Then it continues further. "In justifying their
Thompson Court Reporting, Inc.[OIIO
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Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

confidence in the revised rate on which the
current construction schedule is based, WEC and
CB&I points to things like reduced delay in
submodule production, increasing levels of design
finalization, and lessons learned from the
construction of the first AP1000 unit in China."
Did you understand that WEC and CB&I had conveyed
to SCE&G that these were among the issues that it
could focus on in an effort to try to reduce the
inefficiencies in their productivity?

A Yes.

Q Page 22. The very last sentence before "But the
possibility that WEC/CB&I will fail to meet
current productivity assumptions for the project
represents an important risk to both the cost

forecasts and construction schedule for the

project." Do you see that?
A Yes.
0 Is that also similar to the substance of the

information you conveyed to the ORS in your

meeting with them?

A It is.

Q Flip with me to page 38.

A (Witness complies) . Okay.

Q The last paragraph that begins on this page, the
Thompson Court Reporting, Inc.[0000
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

third sentence. "As to both timing and cost, the
schedules are based on productivity factors that
WEC/CB&I represents can be met given the current
status of the project. Meeting these productivity
factors will pose a challenge to WEC and CB&I.

But doing so will benefit the project both in
terms of cost and schedule -- now we're on page

39 -- For that reason, as owner SCE&G has no basis
or interest in assisting that WEC/CB&I should use
less challenging assumptions. However, SCE&G does
recognize that WEC/CB&I has set itself a
significant challenge as to future productivity."
Do you see that?

A Yes.

Q So does this accurately convey to you that the
historical productivity factors WEC and CB&I had
been able to achieve were significantly worse than
those that they were using to develop the EAC that
supported this request?

A I don't know that the magnitude of the difference
between actual performance and projected
performance is sufficiently addressed in this
language, but it does address the difference.

0 Okay. What would, in your view, have to be

disclosed to account for this magnitude?
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

A I'm a numbers person, and I would like to see the
numbers presented as a -- what their current
productivity is and what their expected projected
productivity is that the estimate is based on.

0 And are you aware of the fact that SCE&G disclosed
just that to the PSC and other public filings?

A Probably.

MR. COX: Object to the form.

Q I'm sorry?

A Probably. I mean, I don't have it memorized,
these testimonies, and it's been several years.

Q All right. Well, you said that you were familiar

of certain testimony provided by Dr. Lynch,

correct?

Not familiar.

But you're aware of it's existence?

I'm aware of it, yes. There's a difference.

(@) >0 b

Understood. I'll hand you a copy of it. Give me

just a second. It's going to be Exhibit No. 19.
(Whereupon, 2016 Testimony of Joseph
Lynch was marked Exhibit No. 19 for

identification.)

A Can I point out this is a 2016 document and not a

2015 document.
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

0 You certainly can.

A Without looking at this, this would -- I would
assume 1s testimony prepared to support the
fixed-price decision.

0 We'll come to that in a little bit later. What I

really want to focus on is the productivity

factor.

A Yes.

Q First flip with me to page seven.

A (Witness complies.)

Q Mr. Browne, have you been able to read all of page
seven?

A Yes.

0 Does this disclose the same substance of the

information that you had provided to the ORS in

this meeting that you were referring to?

A Yes.
Q Is there anything that's left out?
A It doesn't appear to be. I don't see the

relevance of this related to the 2015 filing.

Q So you would agree with me -- just referring to
the 2015 filing, you would you agree with me,
would you not, that SCE&G said that it was using
WEC's productivity assumptions?

A Yes.
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

Q Would you agree with me that SCE&G said through
Mr. Byrne that that assumption was materially
better than past performance?

A Yes.

Q Would you agree with me that SCE&G said in 2015
that WEC would have to mitigate productivity

concerns to get to the assumption that it had

used?
A Yes.
Q And would you agree with me that Mr. Byrne

accurately conveyed that SCE&G viewed this assumed

PF, WEC's assumed PF, to be a significant

challenge?
A Yes.
0 And one that SCE&G was not sure WEC would

ultimately be able to achieve?

A I don't recall if that's in there or not.

Q Let's go back to it. It indicates on page 38 of
the Byrne testimony --

A Yes.

0 I believe it's Exhibit No. 18. "Meeting these
productivity factors will pose a challenge to

WEC/CB&I."

A That's correct, but I don't see in here that SCE&G

does not believe they're going to make it, which
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

is what you asked me.

Q How about page 39. The question is, "Could these
schedules change?" Line 19, "These schedules can
and almost certainly will change." Do you see
that?

A Yes.

Q So does that also convey that we were not sure WEC

and CB&I would be able to meet the assumptions
that they had relied on in providing the estimate
at completion?
MR. COX: Object to the form.

A If I'm not mistaken this is referring to a
schedule and not a cost.

0 How about the last sentence that begins on this
page, "The construction and cost forecast will Dbe
subject to ongoing change and revision as any

forecast would be."

A Yes.
Q Does that make clear that this particular
paragraph to you -- does that make clear to you

that this particular paragraph is referring to the

schedule and associated cost impacts?

A No.
0 It does not?
A No.
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Electric & Gas Company,

0 When it says, "The
will be subject to
in this paragraph,

does not convey to

September 25,
et al.

2018
v. South Carolina
et al.

construction and cost forecast
ongoing change and revision"
it's your testimony that that

you that this paragraph also

relates to the costs?

MR. ELLERBE:

Object to the form.

A It does not.

Q Why not?

A Because the heading says, "Could these schedules
change?" Response, "These schedules can and

almost certainly will change." That is because

the construction schedule for any project as

complex as this is one that will be dynamic. Then

the final sentence addresses the fact that not

only could the schedule change, but the costs may

change somewhat as well. I'm not sure what you're
trying to get there.

Q Okay. All right. So would you agree with me that
productivity factor doesn't necessarily determine
whether a schedule can be met?

A Yes.

Q And that's because hiring more people can address
a poor productivity factor and nevertheless still

achieve a desired schedule.

A Correct.
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

Q And that's because you could always hire more
people, right?

A That's right.

Q Now, hiring more people would lead to an increase
in costs, right?

A That's correct.

0 And in 2015, SCE&G entered into an amendment to
the EPC agreement that gave it the option of

altering the contract to a fixed-price agreement,

right?
A Yes.
Q And then it ultimately exercised that option in

2016, correct?
A Yes.
Q So, through that amendment, Westinghouse agreed to

assume the cost of hiring more people to meet the

anticipated substantial completion dates. Is that
right?

A That's correct, yes.

Q And when SCE&G ultimately exercised that option,

SCE&G was no longer responsible for the cost of
hiring more people to meet the anticipated

substantial completion dates?

A That's correct.
Q And as a consequence, poor productivity factor was
Thompson Court Reporting, Inc.[OIIO

www.thompsonreporting.com

274

€1G 40 G/z abed - 3-0/€-210Z # 194900 - 9SS - Wd 02Z:€ ¥Z 4890100 810Z - A3 14 ATIVOINOY L0313




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

materially less relevant, right?

A Absolutely.

Q Now, you testified that you wanted to see certain
criminal prosecutions for issues related to the
project, right?

A I don't know if the words were "I wanted to see,”
but I do believe I said I regretted that there
probably would not be. If that's -- there's a
difference there.

Q You regretted that there would not be criminal

prosecutions of who precisely?

A Specifically Kevin Marsh, Steve Byrne and Jimmy
Addison.

0 Anyone else?

A No.

Q And this is based on your belief that these three

individuals should not have disclosed that the
project was moving forward positively and that it

was healthy. Is that right?

A Yes.

Q Anything else?

A No.

Q Where exactly did these three individuals make

statements that you believe to be inaccurate?

A In the public -- not Public Service Commission, in

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

275

€1G 40 9/ abed - 3-0/€-210Z # 19900 - 9SS - Wd 02Z:€ ¥ 1890100 810Z - A3 114 ATIVOINOYLO3 13




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

SEC filings.

Q So you're not aware of any statements made to the
Public Service Commission that you believe should
justify criminal prosecution.

MR. ELLERBE: Object to the form.

0 Is that right?
A I'm not aware of any, yes.
0 And you're not aware of any material misstatements

that you believe should justify criminal

prosecution in materials submitted to the Public

Service Commission. Is that right?

A Correct.

Q Only in the SEC filings?

A Yes.

Q What specific statements do you recall Messieurs
Marsh, Byrne, or Addison making in SEC statements
that you believe are inaccurate?

A I don't have a specific recollection of those.

Q You can't identify a single specific filing where
any of these individuals made a statement that you
believe to be materially inaccurate?

A At this point in time with no documentation in
front of me, I cannot.

0 What SEC filings have you reviewed?

A When?
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

0 Ever.
A Ever? Just about every quarterly filing. I did

not review it; I saw it after it was filed.

Q Do you do that as part of your job at SCANA?
A No, I did it as a stockholder at SCANA.
Q You say you reviewed every filing after it was

submitted to the Public Service Commission, right?

A I did not say I reviewed every one.

Q Okay, which ones did you review?

A I occasionally would look at the filings. I mean,
it's not a -- it's not my job. I didn't do it as
part of my job. I just would occasionally look at
a quarterly filing as filed by the -- in the

annual filings.

Q How much time would you spend reviewing them?
A A few minutes, an hour maybe.
Q Any of them that you recall spending more time

with than that?

A No.

Q So you understand that you're making a serious
accusation that these particular individuals
should be subject to criminal prosecution, right?

MR. ELLERBE: Object to the form.
A I understand that I have nothing to do with

whether they get criminally prosecuted or not.
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

Q I asked you a different question. Do you
understand you're making a serious accusation
these individuals should be subject to criminal
prosecution?

MR. HALTIWANGER: Object to the form.

Q Is that right? Do you understand you're doing
that today?

A I don't.

Q You don't understand that you're accusing these
people of committing a crime in connection with
the SEC filings?

MR. HALTIWANGER: Object to the form.

Q Is that not what you're doing-?

MR. HALTIWANGER: Object to the form.

A I don't have the filings in front of me. I'm just

telling you that I felt like the progress of the
project was not correctly represented in those
filings. The general status of the project and
the health of the project was not correctly
represented in the filings.

Q But you can't identify a single filing where you
believe that information was conveyed in the way
that you're describing right now.

MR. COX: Object to the form.

A Today I cannot.
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

Q You say you reviewed these SEC filings while you

were employed at SCE&G, right?

A I did not.

Q I didn't == I'm sorry, I'm just meaning in terms
of time.

A Time, vyes.

Q In terms of time, during the time that you were

employed at SCE&G —--

A Yes.
0 -—- you reviewed these SEC filings?
A I read the SEC filings during the time period I

was employed at SCE&G.

Q And these are the same as the filings you believe,
although you can't identify with specificity, that
described the general status of the project in a
way that you believe inaccurate?

A Yes.

Q What precisely do you think should have been
disclosed, even if you can't identify what was
inaccurate, what precisely do you think should
have been disclosed in these SEC filings about the
fact that the project was unhealthy?

A I don't recall ever seeing a discussion of the
performance factors or the inefficiencies or

anything of the sort occurring in the SEC filings.
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

Q So you believe that the same sum and substance of
what we saw in Mr. Byrne's 2015 testimony should

have been disclosed in an SEC filing. 1Is that

right?
A Yes.
Q And that's it. Is that right? 1Is there anything

else that you believe should have been disclosed?
A Schedule issues and performance efficiency issues.
Q The same sum and substance of what we saw in

Mr. Byrne's 2015 testimony, right?

A Yes.
Q Let's take a quick break; we need to change the
tape.
VIDEOGRAPHER: This is the end of tape number
six in the deposition of Kenneth Browne. We're

off the record at 6:53 p.m.
(Off the Record)
VIDEOGRAPHER: This is tape number seven in
the deposition of Kenneth Browne. We're on the

record at 7:00 p.m.

BY MR. CHALLY:
Q Mr. Browne, before we broke to change the tape,
you had identified that you reviewed these SEC

filings that you were discussing while you were
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employed -- during the time that you were employed
at SCE&G, right?

A I read the SEC filings.

Q Did you ever raise this concern you had regarding

the disclosures made in the SEC filings to anyone

at SCANA?

A Nothing other than casual conversation with
coworkers.

0 When specifically do you recall having a casual
conversation?

A I don't specifically recall having any casual
conversations.

Q So is it your testimony that you recall having

casual conversations with coworkers related to the
fact that you believed SCANA executives should be
subject to criminal prosecution?

A It's my recollection that I had casual
conversation with coworkers at SCE&G and SCANA
that the filings -- information contained in
filings did not present a clear picture of what I

saw was happening on the VC Summer nuclear

project.
Q But you can't recall a specific conversation?
A I cannot.
Q You're aware of an internal audit department at
Thompson Court Reporting, Inc.[OIIO

www.thompsonreporting.com

281

€1G Jo Z8z abed - 3-0/€-210Z # 19904 - 9SS - Wd 02Z:€ ¥ 41890100 810Z - A3 114 ATIVOINOYLO3 13




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

SCANA, right?

A I'm aware there is one, yes.

Q And, in fact, you had referred some of the
Compuworld issues to the internal audit
department, right?

A Yes.

0 You never referred any of these issues, any of
your concerns related to the SEC filings to the

internal audit department, right?

A I did not.

Q Why not?

A I didn't think it was my place.

Q You understand, don't you, that there is a

confidential telephone line that's available to
SCE&G and SCANA employees that allows them to
raise concerns regarding the business and work
environment that they're operating in, right?

A Yes.

Q Did you ever use that resource to make any -- to
raise any concerns related to the SEC filings?

A I did not.

Q Did you ever raise any of these concerns with

anyone in SCANA's legal department?

A I did not.
0 Other than in these casual conversations, you
Thompson Court Reporting, Inc.[OIIO

www.thompsonreporting.com

282

€16 Jo €8z abed - 3-0/€-210Z # 194900 - 9SS - Wd 02Z:€ ¥ 4890100 810Z - A3 14 ATIVOINOYLO3 13




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

didn't discuss these concerns with anyone at all,

did you?
A Correct.
Q While you were employed, did you ever report these

issues to the South Carolina Law Enforcement

Division?

A I did not.

0 Did you ever report them to the FBI?

A I did not.

0 The US Attorney's office?

A No.

0 To police of any kind?

A No.

0 To the Securities and Exchange Commission?

A I did not.

Q Let me ask you this, before you left, did you ever
tell anyone, anyone, that you thought the activity
you're talking about, these SEC disclosures,
warranted criminal prosecution?

A I did not.

Q And you ultimately resigned from the company,
right?

A Yes.

Q Did you tell anybody when you resigned that you

thought SCANA senior executives had provided
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materially inaccurate information in SEC filings?
A No, I did not.
Q In fact, when you resigned, you said you had
enjoyed working at SCE&G, correct?
A That's correct.
0 Let's have this marked as Exhibit No. 20.

(Whereupon, Resignation Letter of

Kenneth Browne was marked Exhibit No. 20

for identification.)

BY MR. CHALLY:

Q So you didn't say when you resigned that SCANA
senior executives were not disclosing the project
status accurately, did you?

A I did not.

Q You don't even -- you didn't even say when you
resigned that you weren't pleased with the status
of the project, right?

A In my resignation letter, I did not.

Q So you recognize the document that I have marked

as Exhibit No. 20 as your resignation letter,

right?
A Yes.
Q And in this document, you say that you "will miss

the friendships I have made here and the
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excitement of working on this project."”

A Yes.

Q Your further say in the second paragraph, very
last sentence, "This is a very important project
for SCE&G, Santee Cooper, and the residents of our
state, and I will be watching with great interest
as a spectator."

A That's correct.

Q And then the last paragraph, "I have enjoyed my
time at SCE&G, and I really appreciate the
opportunity that has been provided to me by the
company. The friendships made here and the spirit
of teamwork and cooperation enjoyed here have
added to my life greatly. I wish you all the best
and I look forward to successful completion of the
VC Summer new nuclear construction project."

A That's correct.

Q Does that accurately reflect your views at the
time you left the company?

A Yes, 1t does.

Q Other than these casual conversations, the first
time that you discussed your views as to the SEC
filings was when you were contacted by the FBI and
SLED. Isn't that right?

A That's correct.
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Q How did you come to be contacted by the FBI and
SLED?

A I don't have a clue.

Q Did you reach out to them?

A I did not.

Q Did you have any discussions with Carlette Walker

about whether she pointed them, FBI and SLED, in
your direction?

A I don't recall having a specific conversation as
such, but it's possible that she did do that.

Q When did you say you had these meetings with the
FBI and SLED?

A November of last year.

Q And after those meetings, you called Al Bynum,
didn't you?

A Sometime substantially after the meetings I talked

with Al Bynum.

Q You do know who Al Bynum is, right?

A Yes.

Q He's a lawyer at SCANA?

A Correct.

0 He's someone you worked with while you were

employed with the company, right?
A Yes.

0 Do you recall calling him on December 18, 201772
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A

b=

(@) >0

I don't recall the date. I do recall making a

call to Al Bynum.

Do you recall that you told him on this call about

your meetings that occurred in November with the
FBI and SLED?

I think I did, yes.

Do you recall telling him, and this is a quote,
"People were sometimes hard to work with, but
nothing criminal and nothing that they did really
affected the outcome." Do you recall telling
Mr. Bynum that's what you had conveyed to the FBI
and SLED?

No.

You didn't -- are you telling --

I don't recall telling Al Bynum that.

Let's get precise. Are you -- 1s it your
testimony that you did not tell Al Bynum what I
read to you just a minute ago?

That is not my testimony. My testimony is I do
not recall telling Al Bynum that.

You may have told him that?

It's possible.

Do you recall telling Al Bynum that you believe
after you left the company -- in this

December 2017 phone call, do you recall telling Al
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Electric & Gas Company, et al.

Bynum that you believed SCANA senior executives

warranted criminal prosecution for these SEC

filings?

A I don't recall what I told Al Bynum in that phone
call.

0 Let's talk about this EAC work that you did in

2014 and 2015. You would agree with me, would you
not, that Westinghouse was the experienced
contractor, was an experienced contractor for
nuclear development, right?

A I would not agree with that.

Q You don't believe Westinghouse was an experienced
contractor for nuclear development?

A I do not.

Q You are aware, are you not, that they had designed
the AP1000 reactor?

A Yes.

Q You are aware that they had built those nuclear
reactors around the globe?

A They have not.

Q You are aware that they are in progress of
building those reactors around the globe?

A Yes.

Q And you are aware, are you not, that Westinghouse

had dozens of people involved in managing these
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kinds of projects?

Construction projects around the globe?
Specifically nuclear development.

I'm still not aware of that.

How many people did they have on-site -- how many
people did the Consortium have on-site?

We need to draw a distinction between design,
providing equipment, and construction, because
you're not permitting me to.

Fair enough. ©Let's ask it this way. What about
scheduling?

Scheduling.

Are you aware of how many people the Consortium
had involved in scheduling?

Consortium or Westinghouse?

Consortium.

Consortium had many people involved in scheduling.

Is it fair to say dozens?

Yes.

Are you also aware that the Consortium had
information that SCE&G did not have regarding the
construction of the project and the potential
schedule?

Yes.

And the EAC team that you were a part of was

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

289

€15 J0 062 9bed - 3-0/€-210Z # 194900 - 9SS - Wd 02Z:€ ¥2 41890100 810Z - A3 14 ATIVOINOYLO3 13




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina

Electric & Gas Company, et al.

b=

(@) >0 b= ©)

comprised of how many people?

About five or six, whatever's on the sheet here.
Not a 1lot.

Only one was an engineer, right?

If Marion Cherry was on the team, he's an
engineer.

So there was you and Mr. Cherry.

He was not on the team; he just was in and out.
It was one engineer.

That was you, right?

Oh, I'm sorry. Kyle Young is an engineer also.
So Kyle Young --

Two engineers.

Two engineers.

Correct.

I think you said that you were the only one on
your team that could, I think the words you used
were "speak construction" or something to that
effect?

In our business and finance team.

Other than -- and did you have any experience in
scheduling the construction of a nuclear reactor
development?

Scheduling, no.

Other than in this project, have you ever worked
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on a nuclear construction project?

I have not.

Have you ever been involved in managing a nuclear
reactor?

I have not.

At this time, this time that you were working on

the EAC team, didn't you say you were also dealing

with your mother's health issues?

No, not at the time.

You were trying to go part time, though, weren't
you?

At this time, I don't recall exactly when I
started going part time.

Late 2014, you don't recall -- or early 2015, you
don't believe you were part time?

No, I think it 2015, was middle of '15.

So you were the only engineer involved in the EAC
team —--

No.

Excuse me, Kyle Young and you were the only two
engineers.

Yes.

Do you know whether Kyle Young, other than this
project, whether Kyle Young has had any

involvement in scheduling construction of a
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nuclear construction project?

Kyle Young had not.

Are you aware of him, other than in connection
with this project -- start that one over again.
Are you aware of Mr. Young ever being involved in
managing a nuclear reactor?

I'm not aware. In fact, I can say that he was not
involved.

I think you said that you knew that Westinghouse,
in preparing its estimate at completion, had done
a bottom's-up approach. Is that right?

I said that CB&I had done a bottoms-up approach.
You're going to have to draw a distinction between
CB&I and Westinghouse in your questions.

Fair enough. So, let's -- tell me if I'm -- one
thing that we should agree on, if at any point you
don't understand one of my questions or think that
you need to clarify one of my questions so you can
provide an answer, please do so, okay?

Okay.

If you don't do that, though, is it fair to say
that you understood my question and can provide a
complete answer to it?

Yes.

The estimate at completion that SCE&G received in
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2014, did you understand that that was prepared
with a bottoms-up approach?

A Yes.

Q And I believe that you said that the actual output
provided to you, the model, involved reams of
paper, right?

A It was not a model; it was a cost estimate and it
did involve reams of paper.

Q And I believe you testified that the EAC's

estimate, the one that you developed, was a page-?

A That's correct.

Q A single page?

A A large page, but a single page. Model.

Q Do you have any idea how much time was dedicated

to preparing the estimate at completion that SCE&G
received in 2014 from the Consortium?

A It was over six months of effort by probably a
dozen people.

Q Was it in part because of that that the EAC team
concluded that it should hold the Consortium to
this 1.15 productivity factor?

A I don't understand the question.

Q You do agree with me, though, don't you, that the
EAC team concluded that it should hold the

Consortium to its 1.15 productivity factor, right?
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A Yes.

0 And that's reflected in Exhibit No. 15, the
presentation?

A Yes. Yes, it is.

0 Why did the EAC team make that recommendation?

A We made that recommendation because we felt like

if the Consortium was going to present to us that
they were going to meet that cost with the
performance factor of 1.15, that we should limit
our costs to what it would be with a 1.15
performance factor.

Q That was most prudent for the company to do at the

time, right?

A Yes. Now, do you understand what I mean when I
say that?
Q I believe I do, thank you. Do you know how the

company would hold the Consortium to this
productivity factor if you sought -- if the
company sought PSC approval for cost increases
more than what the 1.15 allowed?

A I don't understand that question.

Q If the company, if SCE&G had went to the PSC and
said I want approval for costs above what the
Consortium had provided based on the fact that we

have a productivity factor higher --
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A Right.

Q -—- how could -- do you know, how could SCE&G have
held the Consortium to its promised 1.15
productivity factor?

A They could not.

MR. COX: Object to the form.

0 They could not?

A No. In fact, SCE&G could not hold the Consortium
to that performance factor anyway because of the
contract.

Q I believe earlier in your testimony you said

something to the effect of, "Everybody acted like

the project would be done on time." Do you recall
that?

A Yes.

Q And that was one of your concerns related to the
project?

A Right.

Q We already looked at Mr. Byrne's testimony in

2015, right?
A Right.
Q Mr. Byrne didn't act like the project would be

done on time, did he?

A From appearances he did, vyes.
Q So he acted like the project would be done on
Thompson Court Reporting, Inc.[OIIO
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time? Is that what you're saying?

A With the schedule that had been presented at that
time, vyes.

Q Let's go back to his testimony. I believe you
have it in front of you.

A Yes.

Q Page 39, line 19. Mr. Byrne testifies, "These
schedules can and almost certainly will change.”

A Right.

Q And it's your testimony here that you believe that
is Mr. Byrne acting as if the project was going to
be done on time?

A If you further read on, "That is because the
construction schedule for any project as complex
as this is one that will be dynamic." When I read
that, that's telling me that what he's saying
there when it's going to almost certainly change,
is there's some months it's gonna pull -- go out

and some months it's gonna come back.

Q He didn't say that; he said, "These schedules can
and almost certainly will change." Did he not?
A Right, "It can be expected to vary from month to

month during the construction period as conditions

change."
0 And that follows "These schedules can and almost
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certainly will change."

A Correct, that's right.

Q In fact, the whole point of the 2015 testimony was
to extend the schedule and the expected cost for
the project, right?

A Yes, that's correct.

Q But it's nevertheless your testimony that
everybody acted like the project would be done on
time?

A On time as in the filing -- the date that was in
the filing, the scheduled date for the filing.

Q Let's flip to page 17. So page 17, beginning on
line 12, in response to a question of "What do you
consider to be the most important challenges that
the project faces going forward?" Beginning on
page 17, line 12, and then continuing through page
26 line, 10, Mr. Byrne describes these important

challenges, right?

A Yes.

Q Nine pages of challenges.

A Yes.

0 And he indicates in the introduction to each of

these challenges that, "I do not mean in any way
to minimize the importance of these remaining

challenges." Right?
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A

Q

Yes.

"The project continues to be highly complex with
thousands of interdependent tasks and multiple
opportunities for problems and delay even where
contractors and subcontractors use great skill and
care." Do you see that?

Yes.

And it's your testimony that you believe that is
Mr. Byrne saying that everyone —-- excuse mne,
saying that the project would be done on time?

I believe that what is addressed here in this
testimony is schedule changes on the order of
magnitude of months, okay? My belief is that the
actual schedule was off in order of magnitude of
years. When I say that everyone behaved or acted
like the project was going to complete on
schedule, what I'm talking about is there was a
goal of meeting a date to support getting the
production tax credits.

How long did you -- and this is based on your
review in the EAC team that you were participating
in?

It is not. It's based on my time working on the
project. Nothing to do with the EAC team. The

EAC team looked at cost, not schedule.
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Q Okay. I think you said that you actually weren't
a part of the scheduling group, right?

A That's correct.

Q So even though you weren't part of the scheduling
group, you're independent assessment is that it
was years to be delayed?

A Yes. And, in fact, that's been borne out by
actual results.

Q Following Westinghouse's bankruptcy?

A Even prior to Westinghouse's bankruptcy. Look at
the Vogtle project. Have you looked at the Vogtle
project lately? Their cost estimate right now is
over $25 billion and their schedule is pushed out
into the mid-2020s.

Q So would you agree that SCE&G's decision to
abandon the project was appropriate?

A Yes.

Q I think you also said that the contractor, and in
this instance, I understand you to be referring to
the Consortium, never gave any concrete examples
of what they could do to improve productivity. Is
that right?

A That's correct.

(Whereupon, Direct Testimony of Stephen

Byrne 2016 was marked Exhibit No. 21 for

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

299

€1G J0o 00€ 9bed - 3-0/€-210Z # 194900 - 9SS - Wd 02Z:€ ¥ 41890100 810Z - A3 14 ATIVOINOYLO3 13




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

identification.)

BY MR. CHALLY:

Q I'm handing you what I've marked Exhibit No 21.
Before we get there, can you go back to the 2015
testimony, page 21, line 18. Mr. Byrne testifies,
"In justifying their confidence in the revised
rate on which the current construction schedule is
based, WEC and CB&I points to things like reduced
delay in submodule production, increasing levels
of design finalization, and lessons learned from
construction of the first AP1000 unit in China."
Do you see that?

A Yes.

Q So aren't these examples of what they could do to

improve their productivity?

A Not really.
Q Why not?
A Because these three things here, reduce delay in

submodule production, has nothing to do with

productivity factors. That's off-site work,
producing submodules. Increasing levels of design
finalization is getting the design complete. That
doesn't impact performance factor. The last

lesson learned from construction of the first
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

AP1000 unit in China, they're not sending craft
people to China to learn how to build it. What
they're incorporating there is correcting design
deficiencies that are identified in China before
the work gets done on-site.

Q But they do -- you agree with me, though, that
they do explain why it was at least possible that
future PF, productivity factor, would be better
than historical productivity factor.

A Who explains?

Q These -- if you learned lessons from the
construction of the first AP1000 unit in China,
that might lead to increased productivity in the
future, right?

A If you sent the craft people to China so they
could learn the lessons, i1t would, but that's not
what this is addressing. I do not agree with you.

You said do I agree with you? I do not agree with

you.

Q Fair enough. So let's go to the 2016 testimony.

A Okay.

Q Particularly page 18. First off, you were
employed through the company -- you were employed

at the company through July of 2016, right?

A Correct.
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

Q So are you aware of 25 key work streams that
Westinghouse and Fluor identified as important
targets for improvement?

A Yes.

Q And you are aware that many of those changes were
implemented before the time you left, right?

A Yes.

0 And you are aware that those changes include
standardized and simplified work packages for
nuclear island construction, streamlined processes
for equipment transfers between suppliers and
contractors, and processes to minimize design
changes for module and submodule vendors, correct?

A Yes.

Q Is it your testimony that that has no impact on
productivity factor?

A Absolutely not. These are tremendous impacts to
productivity factor, all implemented by Fluor when
they came on-site after the fixed-price option was
implemented in 2015, 2016. All the discussions
concerning performance factors and failure to
address performance factors were through CB&I and
Shaw, which were all prior to Fluor coming
on-site. And if you'll check the record, I

believe I did say that Fluor made great
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

improvements when they came on-site and it was a
very good thing to see Fluor show up on-site.
Q Okay, so those were the concrete examples that you

were looking for?

A Yes.

Q And they came about when Fluor became involved?

A Yes.

Q I think you testified earlier that by the time we
went to -- time SCE&G went to the fixed-price

option, productivity factors were irrelevant,
right?

A Correct. Not irrelevant, because they impact the
schedule. But they were not relevant regarding
cost because we had the fixed-price.

Q Okay. I believe you also testified that you
understood the only benefit to Westinghouse of the

fixed-price option was getting CB&I out of the

Consortium. Is that right?
A Yes.
Q Don't you recall that the fixed-price option, or

at least the EPC amendment that led to the
fixed-price option, resolved various disputes
related to the project between the owners and the
Consortium?

A Yes.
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

Q And it ultimately facilitated a path forward on
the project, right?

A It resolved disputes that sooner or later would
have probably been impediments to progress.

Q So it was a way, was it not, that Westinghouse
particularly could move forward and attempt to

complete construction?

A Yes.

Q And that was in Westinghouse's interest, wasn't
it?

A It was in the owner's interest.

0 Certainly in the owner's interest, but it was also

in Westinghouse's interest, wasn't it?

A I'm not sure why.

Q Hadn't you been informed that Westinghouse was
pursuing these projects in other places, nuclear

develop projects?

A Which we were informed of that, vyes.

Q And Westinghouse had said that to the owners,
right?

A Right.

Q And weren't you also aware that Westinghouse

viewed this project as a loss leader?
MR. COX: Object to the form.

A That was our understanding. I believe I mentioned
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

that earlier today. That was the only concept
that made it work.

Q We talked earlier, or you talked pretty
extensively with Mr. Haltiwanger and to a degree
with Mr. Cox, about the process that led to

testimony provided by Carlette Walker in 2015 to

the PSC?
A Yes.
0 Did you view yourself as somewhat of Carlette

Walker's stand-in at this meeting that you talked

about?

A No.

Q Why wasn't she there?

A I'm not sure.

0 You have no idea?

A I don't actually.

Q Did she regularly miss meetings where testimony
she was going to be providing to the PSC would be
discussed?

A She rarely missed meetings when she was away from
the site due to her husband's illnesses, but I'm
not sure if that was the case at this time or not.

Q Following this meeting, you understood the

decision to use the Consortium's number for

purposes of preparing the 2015 testimony, didn't
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

you?

A Yes.

Q You accepted that decision, didn't you?

A I did.

0 And Ms. Walker did as well, didn't she?

A I don't know if she did or not.

Q You are aware that she actually submitted the
testimony, correct?

A Yes.

Q Is it your testimony today that she was compelled
to submit the testimony?

MR. COX: Object to the form.

A That is not my testimony that she was compelled
to. I'm not sure that she was able to fully read
and understand the testimony because of her time
away.

Q Are you aware that she also provided testimony
live to the Commission?

A I'm not sure how it works; I've never been to a
PSC hearing.

Q You don't know whether or not she did?

A I don't know.

Q Did she tell you that she was going to go to the

internal audit department because of this

testimony?

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

306

€1 Jo L0€ bed - 3-0/€-210Z # 194900 - 9SS - Wd 02Z:€ ¥ 1890100 810Z - A3 14 ATIVOINOYLO3 13




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

A She did not.

Q In fact, she had been in the internal audit
department herself, right?

A Yes.

Q So she, to your knowledge, would have known how to
raise issues related to someone attempting to
compel her to provide false testimony if she
wanted to, right?

MR. COX: Object to the form.

A She was aware of the internal audit. If you're
trying to put words into my mouth and say she was
compelled to do it, I don't know if she was ever
compelled. She never did tell me that she was
forced to do this.

Q Did she ever tell you that she was going to resign
because she thought this testimony was inaccurate?

A She did not.

Q Did she ever tell you that she ever tried to get
out of providing this testimony in 20157?

A No, she did not.

Q Is it your testimony today that the testimony
Ms. Walker provided was inaccurate?

A It was not inaccurate.

Q And Ms. Walker's testimony is clear, is it not,

that she was disclosing the schedule and costs as
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received by the Consortium, right?
MR. COX: Object to the form.
Yes. I believe it was. It's clear in
Mr. Byrne's, and I would imagine hers was
consistent with that.
(Whereupon, Direct Testimony of Carlette
Walker 2015 was marked Exhibit No. 22

for identification.)

BY MR. CHALLY:

Q

I've handed you what I've marked as Exhibit

No. 22. It is a copy of the prefiled testimony
that Ms. Walker submitted. 1Is this the testimony
that you were discussing earlier that you recall
seeing at this meeting?

Yes. This testimony addresses cost only, but it
does appear to be clear that it was the cost
provided by Westinghouse and CB&I.

And, in fact, Ms. Walker specifically indicates
that, "the productivity factors realized on the
project to date are less favorable than those
originally projected by WEC and CB&I." Right?
Page 11, line 22.

Yes. She refers to Mr. Byrnes' and Mr. Jones'

testimony and reiterates that it's less favorable.
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

Q Let's look at page 15, line 19. "WEC/CB&I also
has not met the overall productivity factors on
which its original cost estimates were based and
has increased its labor productivity factors

resulting in increased direct craft labor cost for

the project." Right?
A That's correct.
Q So Ms. Walker clearly disclosed that the

productivity factors had in the past been a

challenge for WEC and CB&I, right?

A Yes.

Q And that's totally accurate, isn't it?

A It is accurate.

Q Is there any aspect of this testimony at all that
you believe to be inaccurate in any way?

A Without sitting here and reading through the whole
thing again, I cannot answer that question.

Q I'd like you to do that.

A Okay. (Witness reviewing document). Can you ask

the gquestion again.

COURT REPORTER: Is there any aspect of this
testimony at all that you believe to be inaccurate

in any way?
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

A The answer is yes.
0 Which portions?
A Page 14, the paragraph beginning on line 16,

there's a subtle difference here in this testimony
and what Mr. Byrne presented. Would you like for
me to read it?

Q However you think is best to describe your issue?

A This says, "Through discussions with the WEC/CB&I
team, EAC team, and based upon SCE&G's review and
analysis of the information provided and
representations made to the company by WEC/CB&I,
SCE&G approved for filing under the BLRA the EAC
cost as a reasonable and prudent estimate of the
target price and time and materials price for
completion of the project." Okay. That
doesn't -- there's a distinction there where this
says that while it was provided by WEC/CB&I, SCE&G
approves this as a reasonable and prudent cost.

And I don't believe that is a fair representation

of -- I say the EAC's team analysis of this cost.
Q You thought the cost should be higher, right?
A Yes.
Q Did you say that this is information you thought

was a slight variation of what Mr. Byrne

describes?
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

A I believe the wording is different here.

Q So the wording that you saw in Mr. Byrne's

testimony didn't have this issue. Is that right?

A I don't think so.
0 And I think you said there was another?
A It's the same issue on page 20. The question,

"Did SCE&G determine whether WEC/CB&I's revised
estimate was reasonable?" Response, "Yes. The
review team analyzed this increased cost as part
of the process I previously described and approved
for filing under the BLRA EAC this cost as a
reasonable and prudent estimate of the target
price and time and materials price for completion
of the project. However, the company has not
waived and has specifically reserved all rights

under the EPC contract and otherwise.

Q Is the similar concern you have with this
language?

A Yes.

Q Nothing else based on your review?

A Correct. And the distinction here, as I read

this, this is saying that SCE&G supports this as a
reasonable and prudent cost. Whereas, in
Mr. Byrne's testimony, I believe he represents it

fully as the cost as provided from the contractor.
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Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

Q I believe in your testimony -- we can put that one
aside; I'm done with that. I believe in your
testimony, you discussed your understanding of an
issue with owner's cost as initially disclosed to

the PSC. 1Is that right?

A Owner's cost?

Q Yeah, the expected owner's cost?

A I questioned about owner's cost, yes.

0 And specifically whether there was any alteration

to expected owner's cost between what was expected
of what was ultimately presented to the PSC. Do
you recall that?

A No, I don't recall -- I believe the discussion
was, and I don't know if we can go back to it or
not, but whether there had been changes made to
the owner's cost by SCE&G prior to filing that
cost with the Public Service Commission.

Q That's what I was referring to. I may not have
characterized it that way.

A And the answer to that was, yes, SCE&G did make
changes to the owner's cost prior to the filing,
and it was based on an input from Westinghouse
concerning the number of people that would be
required to operate and maintain the new units.

Our internal team felt like there was a
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possibility for more people based on the unit one
quantity of people, and Westinghouse said because
of the new technology, we can do it with fewer
people.

Did you independently validate the information
provided to the PSC on owner's cost to determine
whether it was accurate?

No.

And make sure I understand your testimony. SCE&G
disclosed what the Consortium had told SCE&G. Is
that right?

That's what the owner's cost was based on, I
believe, yes.

Who specifically at SCE&G thought the number
should be lower?

Lower than?

What Westinghouse had suggested.

Nobody. They used the Westinghouse number.

So no one at SCE&G thought the number should be
lower than what Westinghouse --

Correct. There were some people, I believe it was
Unit One operations people, who felt like it
should be higher, more people.

I'm sorry. Okay. Thank you. Who at SCE&G

thought that the number should be higher?
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Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

A Unit One operations people. I mean, I don't have
any names. The way the owner's cost was
developed, there was two parallel paths: Getting
information from Westinghouse and they were
getting information from Unit One as to how many
people do you need in each department to run the
plant with. And the headcount number came up
different. And it was decided to use the
Westinghouse number for the headcount which could
be inferred to develop an owner's cost, which was
low, fewer people than what the Unit One
operations, which is not an unreasonable thing
because it has more modern controls, it's modern
equipment, and it's reasonable to expect you would
have fewer people.

Q Farlier you said that there was one specific thing
that you thought could be done to improve the
productivity on-site.

A Yes.

Q And you referred to craft being on-site with no
work to do?

A Yes.

Q And you said that what SCE&G could have done is
told the contractors to send people home, right?

A We could have tried that, yes.
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Richard Lightsey, et al. v. South Carolina

Electric & Gas Company, et al.

Q

> 0

= ©)

- © B

1O

Did you?

I did.

You tried that?

Yes.

What was the response?

The contract says that the contractor's
responsible for all means and methods of
construction. Which means as an EPC contract,
that's his business and not ours.

So you weren't aware of a contractual right to do
what it is you were suggesting be done to increase
productivity factor?

I'm aware —-- I can tell you there was no
contractual right to do that.

At the end of your testimony, your discussion with
Mr. Cox, you said that there were certain costs
that you believed were not prudent?

Yes.

Which ones?

Can't identify them right now.

You can't identify a single one?

No.

How would you go about trying to define the
expenses that you believe to be imprudent even if

you can't identify them?

Thompson Court Reporting, Inc.[OIIO
www.thompsonreporting.com

315

€1GJo 9l¢ abed - 3-0/€-210Z # 19900 - DSOS - Wd 02Z:€ ¥ 41890100 810Z - A3 14 ATIVOINOYLO3 13




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

A I don't understand that -- how would I go about
identifying them?

Q Right.

A I'd have to go back through and look at all of the
costs and what we spent money on through the
project and every decision made.

Q What would you be looking for?

A I'd be looking for things that were built that
didn't need to be built. Equipment that was
purchased that didn't need to be purchased.

Q How would you determine whether it needed to be
built or equipment needed to be purchased?

A It was my understanding of prudent is what would a
reasonable person do in the same situation. And I
would have to look at every cost and say is it a
prudent decision to make that -- to make that
decision. I believe there were some decisions

made that were not prudent.

0 Which ones? Which ones?
A I'll tell you what, you put me on the payroll,
send me -- give me the budget and the money that

was spent and I'll pull them out and find them for

you. It's been two years since I set foot on that
project.
Q I believe you testified earlier that the
Thompson Court Reporting, Inc.( 00000
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

productivity factor had never been below 1.15. Do
you recall that?
MR. HALTIWANGER: Object to the form.

A It was below 1.15 early in the project when they
were doing civil work. Once they started vertical
construction, it was never below 1.15.

Q So 1f you had testified earlier today that the
productivity factor had never been below 1.15,
that was Jjust inaccurate, right?

MR. HALTIWANGER: Object to the form.

A Yes.

MR. CHALLY: I need to take a couple minutes.
I think I might be through.

VIDEOGRAPHER: Off the record at 8 o'clock

(Off the Record)

VIDEOGRAPHER: On the record at 8:10 p.m.

BY MR. CHALLY:

Q Mr. Browne, back to productivity for a second. On
things that SCE&G could have done and did do, are
you aware, are you not, that SCE&G was withholding
certain payments to the Consortium based on its
belief that the Consortium had experienced delays?

A Yes.
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Q You said earlier that Ray Charles could see the
issues you had seen related to the status of the
project, right?

A Related to the schedule completion at the current
work completion rates.

Q And that's based on information that you had
related to historical productivity factors and the
various different rations that you identified,
right?

A If T can locate it, I can show you what that's
based on. This is Exhibit No. 16. The next to
the last curve, that is a graphical representation
of what I was describing at that time.

Q So I understand. But is your testimony, this sort
of Ray Charles comment, was that specific to this
particular document or was it broader to the

schedule and cost of the project?

A It was specific to the impact represented in this
curve.
Q So you're saying, if you just look -- if someone

provided this particular document to Ray Charles,
Ray Charles could understand what it's conveying.
Is that right?

A Yes. Of course, that is a -- there's not a lot of

humor in it because Ray Charles is blind.
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Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

0 Right.

A But this -- this would represent that I would

believe anyone could look at this curve if they
understood what is represented here and recognize

there is a problem.

Q And this, the inputs to this curve, as you
understand it, are the productivity factors. 1Is
that right?

A The input to this curve is the work completed

during a fixed period of time and the time
remaining in the project to complete the remaining

work.

) And the amount of work completed

of time was known to individuals

in the project, right?
A Yes.
0 And the amount of work completed

period of time was also known to
Regulatory Staff, wasn't it?

A Yes.

in a fixed period

who were involved

during a fixed

the Office of

Q So the Office of Regulatory Staff could have

prepared a chart, to your understanding, very

similar to the one that we are looking at right

now in Exhibit No. 1672

MR. COX: Object to the form.
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A They could have.

Q And so they could have then known just as Ray
Charles could know what the issues were in terms
of the likely schedule for the project, right?

MR. COX: Object to the form.

A Yes.

Q Can you pull out Exhibit No. 13, which is your
email exchange with Carlette Walker.

A Thirteen, yes.

Q In your testimony related to this particular
document, I believe you indicated that you
understood you were challenging an official

position of SCE&G?

A Yes.

Q What is the official position you thought you were
challenging?

A That the Unit Two would complete in September

of 2018 and Unit Three would complete in September
of 2019.

Q SCE&G promptly disclosed to the PSC that there
would be a delay in that project completion date,
didn't they?

MR. COX: Object to form.

A At what time?
Q You said that -- you sent this email in August.
Thompson Court Reporting, Inc.[OIIO
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b

= ©)

Aren't you aware that in March of 2015, SCE&G
publicly petitioned the Public Service Commission
for a new schedule and new costs for completion of
the project?

That's correct. What date was that?

That was in March 2015.

And what date was this email?

August.

Correct. In August of 2014, the official position
of SCE&G was September of 2018 and September

of 2019.

Where was that official position announced, to
your understanding?

In any reports that would've been filed at this
point in time.

Is it your testimony that reports that went in
after August 2014 committed to a substantial
completion date shorter or sooner than what you
believed was appropriate at the time?

Say that again.

Is it your testimony that you believe reports
submitted after the date of your email, filings
submitted to the PSC after that date, reported on
a substantial completion date different than -- or

excuse me, committed to a substantial completion

Thompson Court Reporting, Inc.[OIIO
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date of '18 and '19?

A Prior to the March of 2015 filing, I cannot
specifically give you dates of reports, but I
would expect that any reports submitted prior to
that March filing would have dates of September

'18 and September of '19.

0 But do you know whether or not they do?
A I don't have them in front of me.
) Do you know whether there were any discussions

with the Office of Regulatory Staff or any member
of the PSC related to the expectation of
submitting a petition in 20157

A I don't know that there was or not; I can't say.

0 The old schedule that we're talking about. This
'18 and '19, that schedule was also based on dates
that the Consortium had given SCE&G, right?

A Yes, that's correct.

Q Mr. Browne, since the time you left SCE&G, have
you had discussions with Carlette Walker?

A I have had discussions with Carlette Walker.

Q You said you had discussed your deposition with
Carlette, I believe, right?

A No, I did not. I told you that I discussed the
fact that I was going to have a deposition with

Carlette Walker.

Thompson Court Reporting, Inc.[OIIO
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Q When did you have that discussion with her?

A In an email conversation last week.

0 What's your email address?

A Actually, it was a Facebook Messenger discussion.

Q Did she reach out to you?

A She did.

Q How did she know you were going to be deposed?

A I don't know. I'm sure -- well, I know that it
was publicly posted by the Public Service
Commission, and I'm guessing that's how she knows.

Q The date of your deposition? It's your belief
that the date of your deposition was publicly
disclosed with the Public Service Commission?

A I know for a fact that the date of my deposition
was publicly disclosed by the Public Service
Commission.

Q What was the exchange with Ms. Walker on this
topic?

A Would you like for me to read it to you?

0 I would.

A I don't think this is appropriate, but I'm going
to humor you.

Q Okay.

A "Hey Ken, hope you are enjoying your grandbabies

and now being able to get back up to the

Thompson Court Reporting, Inc.[OIIO
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mountains. I thought you might be interested to
learn that I heard from Aaron Hawkins this

morning. He was trying to find out where Keller

Kissam's home is. He asked me to confirm his read

of my thoughts that Keller was an honest guy on

staff. I took the liberty to make sure they knew

of Byron Hinson's role as well as Kenny Jackson's.

They may not get in trouble, but at least I would
like to think that being interviewed by the FBI
will rattle their cages. I hope your deposition
goes well next week. I would love to talk to you
afterwards to learn of the nature of their
questions. I will call you. If I'm home, just
leave me a message and I will call you back
assuming you feel you want to talk about it. I
also want you to know my attorney had to answer a
subpoena with a copy of my file again. I don't
know who wanted it." And I don't know what she's

talking about there on the file.

Q Do you intend to call Ms. Walker after your
deposition?
A About the deposition?
Q Uh-huh.
A No.
Q Are you aware that Ms. Walker was deposed in this
Thompson Court Reporting, Inc.( 00000
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case?
A No, I'm not.
Q It's your testimony that you didn't discuss with

Ms. Walker any aspect of her deposition?

A I did not. Yes, it is. That is my testimony.

Q I'd like to -- how many times have you discussed
issues related to the project or this litigation

with Ms. Walker since you left the company in

July 20167
A I have never discussed litigations with the
company -- against the company, with Ms. Walker.
Q Well, your Facebook Messenger talks about a

subpoena that Ms. Walker received. I'm intending

litigation against the company to encompass even
those kinds of discussions.

A I have never discussed litigations with
Ms. Walker. The cases —-- I don't even know what

the cases are to discuss.

Q Have you ever discussed a subpoena with Ms. Walker

since you left the company in July 20167

A I know that she was subpoenaed by the FBI.

0 How do you know that?

A Because she told me.

Q When did she tell you that?

A I don't recall when it was. Sometime last winter.
Thompson Court Reporting, Inc.O 00000
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Q

2 o0 = 0 »r 0 P

O

>0

1O

Through what means did she tell you that? Was it
a Facebook message?

No, it was a discussion. I've had dinner with her
and her husband.

What do you recall her telling you about this?
About what?

The subpoena she received from the FBI?

Just that she was subpoenaed.

Nothing else?

No.

There's no other discussion on that topic?

Nope.

She simply said "I received a subpoena from the
FBI" and you all moved on to a different issue?
She said that she received a subpoena and that was
the only way she could testify -- or wasn't
testifying, just felt like she could discuss the
project. Her attorney told her that she had to
have a subpoena to be able to do it. That was
after the time that I had spoken with the FBI.

Did you tell her that you had spoken with the FBI?
I did tell her that I spoke with the FBI.

What did you tell her about that discussion?
That's all.

Did you tell her the topics that you discussed

Thompson Court Reporting, Inc.[OIIO
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with the FBI?
A I told her we had discussed a spreadsheet, the

cost spreadsheet.

0 Nothing else?
A Right.
0 Isn't that unusual, to have a discussion with a

former employee about an interview with the FBI?
MR. HALTIWANGER: Object to the form.

A I don't know if it's unusual or not. It's unusual
for me to have a discussion with the FBI. TI've
only had one in my life.

Q So I'm trying to understand how it's possible that
it was a -- well, how long was the discussion
between you and Ms. Walker related to the

interview you had with the FBI?

A Just a few minutes.
Q Okay.
A It was at the Red Bowl Asian Bistro in the Village

at Sandhills. My wife and myself and her husband
and her. And my wife doesn't like for me to talk
about this stuff and neither does her husband.

Q Fair enough. Any other instance where you have
discussed with Ms. Walker a subpoena?

A No.

0 Any other instance where you have received a text

Thompson Court Reporting, Inc.[OIIO
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message or an email or a message of any kind from
Ms. Walker related to a subpoena?

A I don't think so, no.

Q Other than this one instance you already
discussed, have you ever discussed with Ms. Walker
any investigation currently underway related to
the project?

A Not other than that time.

Q What other discussions have you had with
Ms. Walker since you left the company in 2016 that
touched on the project?

A I don't recall any. I mean, we've seen them

socially maybe two or three times in that time

period.
Q Do you exchange emails with Ms. Walker?
A No.
Q Have you ever exchanged text messages with

Ms. Walker since you left the company?

A I don't know 1if I have or not, honestly.

Q Do you know her cell phone number?

A I have her cell phone number in my phone, yes.

Q Is there any reason why you couldn't tell me right

now whether you had text messages with Ms. Walker
from July 2016 to the present?

A I don't know if there is or not.
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Q Do you have your phone with you?
A I have my phone.
Q Can you search your phone using Ms. Walker's phone

number to see whether or not you've had a text

message with her since July 20167

A I can do that.
Q Okay, please.
A (Witness complies). All regarding my wife and

issues that my wife had this past spring.

Q So no text messages with Ms. Walker related to the
project?

A Not in my phone, right.

0 While you have that, what's the date of the

Facebook message that she sent you that you read?

A It doesn't have a date. 1It's Friday 6:49 p.m. and
I'm guessing it was probably a week-and-a-half
or -- a week-and-a-half ago or so.

Q Other than your lawyer, have you talked to any
lawyers in any way related to the project since
you left the company in July 20167

A No. Well, I did call and talk to Al Bynum in
December of last year, and I specifically called
and talked to Al Bynum about getting assistance in
paying for my lawyer because I don't think it's

right. Because I'm suffering and spending my time
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here and have my attorney and nobody's paying my
legal expenses.

Q Other than discussions with your lawyer and
Mr. Bynum, are you aware of any other discussions
you had with anyone who is affiliated with a
lawyer about the project. $So an assistant, a
paralegal, an investigator, anything of that sort?

A I have not.

Q Since you left SCE&G in July 2016, have you talked

about the project with Marion Cherry?

A Yes.

0 How often?

A Maybe four times in that time period.

Q What do you recall discussing with Mr. Cherry?

A The status of things, what's going on.

Q Stuff you see in the newspaper?

A No. What's happening on the project. After it
shut down, what's happening with the equipment,
things like that. Just more of a casual interest
in the project than anything else.

Q Have you ever discussed the dispute that involves
SCE&G related to the project with Mr. Cherry since
you left SCE&G in July 20167

A What dispute?

Q This dispute, any of the disputes that you're
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aware of involving the company?
No.

MR. CHALLY: That's all I have. Thank you.

VIDEOGRAPHER: This is the end of tape number
seven in the deposition of Kenneth Browne. We're
off the record at 8:30 p.m.

(Off the Record)

VIDEOGRAPHER: This is tape number eight in

the deposition of Kenneth Browne. We're on the

record at 8:35 p.m.

RE-EXAMINATION

BY MR. COX:

Q

Mr. Browne, I just have a few follow-up questions
for you. 1In March 2015, do you believe that the
cost EAC that your team prepared was a better and
more accurate forecast of the anticipated cost
required to complete the project than the
Consortium's cost EAC?

MR. CHALLY: Object to form.
Yes.
Now, Mr. Chally had you go through Ms. Walker's
testimony and identify any statements you believed

were not correct. I don't believe you had the
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chance to do that with Mr. Byrne's. So I would
like to turn you to, if you could pull out Exhibit
No. 18, which is Mr. Byrne's 2015 testimony.

Got it.

If you could turn to page 39 of that document.
Right.

I'm going to read the two sentences from line five
to 10, and then I'm going to ask you if you
believe these statements are correct? If the
statement is correct. "The schedules presented
here are the schedules that WEC/CB&I has
represented to SCE&G that it is prepared to meet
and that SCE&G has carefully reviewed with
WEC/CB&I. For those reasons, I can affirm that
these schedules represent the best and most
definitive forecast of the anticipated costs and
construction schedule required to complete this
project that is available as of the date of this
filing of the testimony." Do you believe that
second sentence was accurate?

No.

Why not?

Because the costs were not the best and most
definitive forecast at that time.

The work that your team did was the best and most
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definitive forecast?

A It was better.

Q It was better evidence than what the Consortium
had given you?

A Correct.

0 And isn't it correct, Mr. Browne, that the SCE&G
attorneys that you spoke to did not tell you that
they were using the Consortium's numbers because
they were better and more accurate numbers?

MR. CHALLY: Object to form. And Judge Hayes
has ruled as to this particular meeting. If

you're asking a broader question, we're going to

have the same issue. So if you're limiting it to
this meeting, then we will -- subject to our, you
know.

MR. COX: Well, we can clear this up now.

BY MR. COX:

Q Did you have any other discussions about the 2015
testimony other than that meeting that you went to
regarding Ms. Walker's testimony to which she was
not present but two SCE&G attorneys were present?

A No.

Q So, at that meeting, the SCE&G attorneys did not

tell you that they were using the Consortium's
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anticipated cost numbers because they were better
or more accurate numbers than the numbers your
team developed, correct.

MR. CHALLY: I do have a continuing objection
to that.

Q And isn't it true that you were told that the
reason that the Consortium numbers were going to
be used i1s because the Commission would disapprove
the filing if you used your team's numbers?

MR. CHALLY: Object to form.

A No, that is not true.
0 Okay. Tell me why that is not true.
A What I was told was, that our numbers were higher

than the Consortium's numbers, and to file with a
cost higher than the cost that had been provided
by our contractors would represent filing with a
contingency on the project. And the Public
Service Commission had ruled that a contingency
was not appropriate, that we could not have a
contingency on the project.

Q So was it your understanding that the Commission
would not approve the request if your team's
numbers were used?

MR. CHALLY: Object to form.

A If it had been structured as a contingency, yes.
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Q And your understanding is the attorneys were
saying the Commission would interpret it as being
structured as a contingency if your team's numbers
were used?

MR. CHALLY: Object to form.
A That was my understanding, yes.
Q I'd like for you to turn to page 38 of that same

Exhibit No. 18, Mr. Byrne's testimony.

A Yes.
Q I'm going to read a sentence to you from lines 19
to 21 on that page. "As to both the timing and

cost, the schedules are based on productivity
factors that WEC/CB&I represents can be met given
the current status of the project." Now, it's
true, Mr. Browne, that by March 2015, SCE&G
already knew that the Consortium's promise or
representation that it would get to a PF factor of
1.15 within six months had not been met?

MR. CHALLY: Object to form.

A That's correct.
Q And SCE&G knew that at the time of this filing,
correct?

MR. CHALLY: Same objection.
A Yes. If I can clarify. You understand that what

they represented to us was that they would have
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their monthly performance at a PF of 1.15 within
six months. The fact that they did not get to
there within six months does not mean that they're
not ever going to get there. It just means that
they didn't get there within the six months, if
you understand.

Q I understand. The question I have for you based
on that is that at the time of this filing, the
company, SCE&G, already knew that one of the
promises the Consortium had made when it provided
its cost estimates, i.e., that it could get it's
PF factor to 1.15 in six months, had not occurred?

A That's correct.

Q Turning back to the first quote that I read you
from page 39, given your opinion about that
statement by Mr. Byrne, do you wish to amend your
testimony as to whether there's anything
inaccurate in Mr. Byrne's testimony here?

MR. CHALLY: Object to form.

A Yes. I don't recall if I said that because I had
not read through every word of Mr. Byrne's
testimony. Specifically regarding the cost, I
believe, Mr. Byrne did -- his testimony more
closely represents it as the cost as provided from

the contractor and not the EAC as validated by
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SCE&G.

Q But you disagree with Mr. Byrne's statement and do
not believe it's accurate that it was the best and
most definitive forecast of the anticipated cost

as of the date of the filing of the testimony?

A I disagree with that statement.

Q And you believe it's inaccurate. Is that correct?
A Yes.

Q Mr. Browne, Mr. Chally had asked you about the

single page model that your EAC team had used to
come up with its estimate. Is it correct to say
looking at exhibits 15 and 17 that the work

product of your team consisted of more than one

page?
MR. CHALLY: Object to form.
A Yes.
0 That's all I have on that. The comment you

mentioned about Ray Charles being able to see the
problems on the project, did you make that comment
to anyone on the project when you were working

with SCE&G?

A That Ray Charles could see it?
Q Right.
A Maybe. I don't know.
Q You don't recall specifically?
Thompson Court Reporting, Inc.( 00000
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A I don't recall specifically. This curve in here
represents exactly what I was talking about,
though. The curve with the performance, you know,
our work completed and work to be done. And the
farther you get out, the steeper that work to be

done gets.

0 If you can turn to Exhibit No. 13, Mr. Browne.
A (Witness complies). Okay.
Q So this is an email between you and Carlette

Walker that Mr. Chally called your attention to.
Is it fair to say that you're expressing to
Ms. Walker that there is no chance that the
Consortium is going to meet the guaranteed

substantial completion dates of September 2018 and

'197
A Yes.
Q And you were told by SCE&G to use those guaranteed

substantial completion dates as the input for your
EAC analysis. Is that correct?
MR. CHALLY: Object to form.
A I believe that is correct, vyes.
0 That's all I have on that exhibit. I'd like to
talk about Ms. Walker's testimony. You pointed
out to Mr. Chally two portions of Ms. Walker's

testimony in which the work of your team is

Thompson Court Reporting, Inc.[OIIO
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

referenced, page 14 and page 20. 1Is that right?

A Page 14 and 20, that's correct.

Q And in both parts of this testimony where your
team's work is referenced, at no point is the
conclusion of your team's analysis provided
regarding the cost estimate EAC?

A Correct.

0 And at this meeting that Mr. Chally mentioned
where Ms. Walker missed the meeting where her
testimony is prepared, do you know whether the
participants in that meeting knew that Ms. Walker
would not be there at the time the meeting was to
begin?

MR. CHALLY: Object to form.

A I don't know.

Q It's true that no attorney at that meeting, no
SCE&G attorney ever said "wait, stop, we can't
have this meeting occur without the witness here,
we need to do at a later time"?

MR. CHALLY: Object to form.

A Obviously that did not happen.

MR. COX: I have no further questions, thank

you, Mr. Browne.

Thompson Court Reporting, Inc.[OIIO
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RE-EXAMINATION

BY MR. HALTIWANGER:

Q
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MR. HALTIWANGER: Thank you. That's all I

RE-EXAMINATION
BY MR. CHALLY:
Q Just one question. You identified with Mr. Cox
and you identified with me certain aspects of
Mr. Byrne's and Ms. Walker's testimony as provided
in 2015 that you believe to be incorrect. With
those specific statements in mind, did you voice

concern over those specific statements during this
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Kenneth Browne - September 25, 2018
Richard Lightsey, et al. v. South Carolina
Electric & Gas Company, et al.

meeting?

A I voiced concern over the cost that was used in
the filing, which is reflected by the statements,
but the specific statements, no.

MR. CHALLY: Done. Thank you.
VIDEOGRAPHER: This concludes tape number
eight and the deposition of Kenneth Browne. We

are off the record at 8:49 p.m.

MR. CHALLY: We don't need this on the video.

We will designate this as confidential. If we
want to talk about what portions are and what
aren't, we can talk about that. Okay. Put that

on the record, thank you.

(There being no further questions, the

deposition concluded at 8:49 p.m.)
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CERTIFICATE

Be it known that the foregoing
Deposition of KENNETH BROWNE was taken by Jennifer L.
Thompson, CVR-M;

That I was then and there a notary
public in and for the State of South Carolina-at-Large;

That the witness was sworn by me or
administered an oath of affirmation to testify the
truth, the whole truth, and nothing but the truth,
concerning the matter in controversy aforesaid;

The foregoing transcript represents
a true, accurate and complete transcription of the
testimony so given at the time and place aforesaid to
the best of my skill and ability;

That I am not related to nor an
employee of any of the parties hereto, nor a relative
or employee of any attorney or counsel employed by the
parties hereto, nor interested in the outcome of this
action.

Witness my hand and seal this 10th day of
October 2018.

d e

Jehnifer L. Thompson, CVR-M

Notary Public for South Carolina
My Commission Expires: August 14, 2019

This transcript may contain quoted material. Such
material is reproduced as read or quoted by the
speaker.
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DEPOSITION ERRATA SHEET
In the matter of: Richard Lightsey, et al. vs. SCE&G,
et al.
Deponent: Kenneth Browne

Date of Deposition: 9/25/18
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DECLARATION UNDER PENALTY OF PERJURY

I declare under penalty of perjury
that I have read the entire transcript of
my Deposition taken in the captioned matter
or the same has been read to me, and
the same is true and accurate, save and
except for changes and/or corrections, if
any, as indicated by me on the DEPOSITION
ERRATA SHEET hereof, with the understanding
that I offer these changes as if still under
oath.

Signed on the = day of

, 20

KENNETH BROWNE
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Confidential

Let me know if you have any questions..Thanks, Ken

Ken Browne, P.E.

Senior Engineer

Business and Financial Services
New Nuclear Deployment, SCE&G
(803)941-9817
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Schedule Coordinator - New Nuglear Deployment
SCE&G | V.C. Summer Nuclear Station

P.O. Box 838 | MC P-40

Jenkinsville, SC 29065-0088

803-941-9938 Office

803-391-9359 Cell

bhvdrick@d?SCANA.com

CONFIDENTIAL
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Sent: Monday, August 25, 2014 8:24 AM

To: SMITH, ABNEY A JR; WALKER, CARLETTE L; KOCHEMS, KEVIN R; WICKER, SHERI L; JOHNSON, SHIRLEY S;
CHERRY, WILLIAM

Cc: YOUNG, KYLE MATTHEW

Subject: Preparation for Getting and Reviewing the EAC

I did some thinking over the weekend about a plan for review of the EAC when we getit. As you all know, we are

supposed to get it this on Friday morning. Our review will be much more effective and efficient if we have a plan prior
to getting it.

1) Being separated from everything for the last 2 weeks for work on the schedule has been good and | think a

2)

3)
4)
5)
6)
7)

8)

similar approach for the EAC may be beneficial if we need a quick review. Probably not for a whole day, but

maybe % days (7:00 — 11:30 or 12:30 — 5:00) . There is a conference room here in the ERB that would work well. |

don’t think it would work as well to attempt the same thing in our conference room in the office, but | guess itis
an option. The schedule team review may continue through next week to prepare a presentation but space
should be available here. The room has a conference table, 8 chairs (room for a couple more), a white board,
and a large TV/ monitor on the wall. There is also a larger classroom with 30 chairs where we have been doing
the schedule review. Kyle says we will finished here by this Friday.

The team composition needs to be determined and people assigned to participate as full time members. Some
suggestions...

Possibly Ken, Kevin (and/or somebody from his team), Sheri (and/or somebody from her team), Shirley {and/or
somebody from her team), Marion (or somebody else from Santee Cooper, Fritz Hood?) Christina (to extract
Shawtrac data as needed for comparison, full time/part time?), somebody from Construction (full time/part
time?)

Need to identify who will be points of contact for part time support (Construction — for staffing and schedule
related questions, Startup and Licensing for example)

Need to define our mission and goals for the EAC review (validate cost estimate?, cut cost?, identify structural
module delay cost?, etc.)

What Schedule do we want to base our EACon?

What will be the product? Presentation to management? Report? Both?

What is the schedule? If we go with a separated and intensive review, | think we can knock it out in 3 weeks, or
so0. (9/2 - 9/19)

Need to set up a few meetings with the Consortium to answer questions and set up a protocol for passing them
along and getting the answer (do they have to go through “governance review”?)

Maybe other things | have not thought of...

I have attached the EAC Review summary that we worked on a couple of weeks ago and it probably needs a few tweaks,

but it is a good start. | suggest that we get together sometime this week before we get the EAC to discuss, and then
sometime on Friday after the delivery.

Please let me know your thoughts on this.

Thanks, Ken

Ken Browne, P.E.

Senior Engineer

Business and Financial Services
New Nuclear Deployment, SCE&G
(803)941-9817

CONFIDENTIAL

SCANA_RP0246421
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itisn’t a lot but does this analysis include the $50mm target credit? { think
it does as you used the net $250mm ($300mm fixed less $50mm target)
From: BROWNE, KENNETH JEROME - R
Sent: Wednesday, October 21, 2015 11:33 AM
To: ADDISON, JIMMY E
Cc: WALKER, CARLETTE L; SMITH, ABNEY A JR; KOCHEMS, KEVIN R
Subject: Cost Comparison as Requested (Current PSC Budget vs. Settlement w/o Fixed
Price Option)
Jimmy, Here is an attempt at answering your question from yesterday. This
is based on EPC cost as filed and shows the impacts of the settlement
without the Fixed Price Option. Let me know if you have any questions or
would like to have something modified. Hope this meets your needs.
Carlette and | worked on this and will both be here at VCS all day.
Thanks, Ken
Ken Browne, P.E.
Senior Engineer
Business and Financial Services
New Nuclear Deployment, SCE&G
{(803)941-9817
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' Project Number: J132177
NCSP 3-4 Form 8.1 roject Number
Cllent: SCE&G
CBaI® Project: VG Summer EPC Unit 2
Req Orig: Cassandra Reeves
Requisition for Purchase ReqNo:  132177F008492, Rev. 0
Project Requilsition Title: Creation Date: 05-JUN-2015
Replacement of Broken Chalrs in Offices, Cubicles, and Released Dal:
Conference Rooms
Page 1 0of 2
BUDGET INFORMATION "
Original Total Budget: USD 0.00
. ) REQUIREMENTS .

Required On Site Date:

15-JUN-15
Req Tech Eval Required: N

Inquiry Complete: N
Purchase Order Complete: N

TAX INFORMATION - - .
Taxable: Tax Explanation Code:
Tax Rate:
_ REQUISITION A’ITvRIB‘UTES‘
FPR Typo: Consumable QA Approval Required: N
Cert of Compliance: N Engineering Reviow Required: N
Sole Sourca; N 1GCFR21 Apply: N
MTR's Required: N 1GCFR50 Apply: N
SDS Required: N 10CFR50.5%0 Apply: N

ELECTRONIC APPROVAL SIGNATURES,

Inventory Reduction Review
Construction Manager (CM})
Procurement Manager (PM)
Buyer

Fisld Cost Englneer (FCE)
Accounting Management (AM)
Site Management (SM)

05-JUN-15 08:19:53
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Donald Martin Date;: Comment:

Sparkle Glover Date: Comment:
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Alera EL42BMEI10B Elusion Fabric Mid-Back Executive Chair with Adjustable Arms, B... Page 2 of 3 _

= Nylon base with caslers for easy movament on hard floors

* Heightedjustabla backrest for customized comfort

* Weight Capacity: Supports up to 260 Ibs, for 8 working hours

* GREENGUARD Indoor Alr Quality Certified and ANSUBIFMA comptiant : -
*+ 5-yearlimited mifr. warranty

Compare with similar items

Woutd you fke fo give feedback on product content, images, or tell us about a tower prico?

SPECIFICATIONS

Char Type Computer and Desk
Chalr Matertal Mesh

AmType Adjustntie

Color Famly . Black
Adustable Back Helght  Yes

Soal Gldo No

Warmranly S-year

Rated level of use No

Lumbar Suppost No

Requires Assembly Yes

Moals ANSUBIFMA Yes
standards

MiimumBack Helght  20.13
()

Maxdmum Beck Helght  22.88

)

Mnimum Seat Helght 18.78
()

Maxdmum Seat Helght 21,78
{n.)

Heigt (i) 4288
Vidth fr) 28
Depth (n.) 25.63
Mandmum Waight 20
Capaciy (ibs)

Oftice Chetr Basa Nylon
Materfal

Offic ChalrBack  Mesh
Matedia!

Office Chalr Caster Hard Floor
Usage
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Offico Chelr Centor 311 No

Offica Chalr Synchro No
™

Tris Viah sila Is Intended fey 13 by US residents ordy, Sea inlamational 6203. Sco our defivery policy for full detals, Copyright 1958-2014, Stepies, Inz, All Rights Reserved.
Site Mop | Privacy Pelky]  AcChalees
Z'EKCI.USIVEOFFERS

v

http://www.staples.com/Alera-EL42BME10B-Elusion-F abric-lVIid—Back—Ex_ecutiye—Chair-... 8/25/2015
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Compuworld Inc in Lexington, SC - (803) 269-9790 - Company Profile Page 1 of 3

Home | Favorites | Usts |Employers by Major | Locations | Blogs

B Buzzfile
%
®

Compuworld Inc

HEER

Contact Information
Compuworld Inc

240 Winterberry Loop
Laxington, SC 29072

Business Description
Compuworld is located in Lexington, South
Carolina. This organization primarily operates in
the Computer Peripheral Equipment business /
industry within the Home Furniture, Furnishings
- Contact: Alan Saleeby and Equipment Stores sector. This organization has
Title: President been operating for approximately 23 years.
Phone: 803-269-9790 W | Compuworld is estimated to generate $250,000 in
Website:  www.cwisupply.com | }\) ot Ao‘h VC, annual revenues, and employs approximately 4
people at this single location,

Compuworld inc is the only company located
at 240 Winterberry Loop, Lexington, SC 29072

Sector: Home Furniture, Furnishings and Equipment

Stores
Map Category:  Computer and Software Stores

Industry: Computer Peripheral Equipment
Computer Malntenance andRepair
SICCode: 5734, 7378

About Us Partnerships Terms of Use Privacy Policy Contact Us Help

:’;:luworld Inc

http://www.buzzfile.com/business/Compuworld-Inc-803-269-9790 8/26/2015
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Compuworld Inc in Lexington, SC - (803) 269-9790 - Company Profile Page 3 of 3

Female Male

% % Female Male
SLI* 489% 383 364

Questions & Answers

a How many paople work at Compuworld?
A Compuworld has approximately 4 employees at this location.

Is there a key contact at Compuworld?
Alan Saleeby is the President at compuworid. You can contact Alan at (803) 269-9790.

/| How long has Compuworld been In business?
A Compuworld has been In business for approximately 23 years.

| More v

Similar Companies Nearby

€1G 4o ¥/€ abed - 3-0/€-210Z # 194900 - 9SS - Wd 02Z:€ ¥ 1890100 810Z - A3 14 ATIVOINOYLO3 13

Emol Distance
Name mployees (mil)
Compuworld Inc 4 0.0
TCGInc 2 13.6
Orangeburg Business Machines 8 39.7
Statistics for leco e 29072
Average House Value
Average Household lncome 4
Number of Households 18, 760
Persons per Household 2.57
Number of Businesses 3,042
Number of Employees 18,552
Land Area {square miles) 68.469
Water Area (square miles) 18.902
http://www buzzfile.com/business/Compuworld-Inc-803-269-9790 8/26/2015
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Joe Saleeby | CB&I Inc | ZoomInfo.com Page 1 of §

Zoom Information

Find ContactsCareersFAQSign Up for FreeLogin
» Customers

m Qur Customers
m Marketing

m Sales

m Recruiting

m Enterprise

m Partners

m Case Studies

m Zoomlnfo Data Services

m Zoomlnfo Pro
m ZoomlInfo List Builder

m ZoomlInfo Community Edition
m ZoomlInfo Connect
= ZoomlInfo API
m Zoomlnfo for Salesforce
- m Pricing

* Pricing
+ About

m Qur Compai
" m Data Sources

m Leadership

m News and Press

m Awards

w Partners

m Careers

m Customer Support

m Contact Us
 Free Trial

* People
» Companies
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Enter Person’s Nam

Need more? Try our Advanced Search (20—!- criteria) »

)}é Joe Saleeby

Share This Profile rong Joe Saleehy?
Share this profile on Facebook. . .
Link to this profile on Linkedln. ~ Vice President Sales

http://www.zoominfo.com/p/Joe-Saleeby/1264537944 - 8/26/2015

Confidential SCANA_RP(024016



Joe Saleeby | CB&!I Inc | ZoomInfo.com Page 3 of 5

6 Total References

Web References

Melwood Capital

www.melwoodcapital.com, 5 Nov 2014 [cached]

Joseph SaleebyVice President, Business DevelopmentStone & Webster, The Shaw Group

Joe Saleeby. Senior Vice ...

us-saudiforum.com, 9 Jan 2014 [cached]

Joe Saleeby, Senior Vice President & Managing Director, Europe, Middle East & Asia, CB&I

Joseph SaleebyJoe Saleeby is the Senior Vice President for the Chicago Bridge & Iron
Companya€™s (CB&I) Power Group A Atthe company, Mr. Saleeby provides engineering,
procurement and construction services to the power industry. He is also responsible for the
groupi€™s international business.

Prior to his current role, Mr. Saleeby was the Vice President in charge of the Power Groupa€™s
environmental business line, which completed 15 projects under his tenure with a value of several
billion dollars.A Mr. Saleeby4€™s career at CB&I spans over 20 years where he scrved in various
positions covering both project execution and business development. A His assignments ranged from
project director on large power projects, to director of the Power Groupa€™s proposals and
eshmatmg teams, to field assignments on various power projects, including hydro, fossil and
nuclear.A Mr. Saleeby started his career with a heavy civil contractor in Saudi Arabia where he
worked on power and industrial construction projects.

Mr. Saleeby earned a B.S. in Civil Engineering from the American University of Beirut and a M.S. in
Civil Engineering and Construction Management from the Massachusetts Institute of Technology.
Speakers | U.S.-Saudi Business Opportunities Forum 2013

us-saudiforum.com, | Aug 2013 [cached]

Joseph Salecby
Joe SaleebySenior Vice President & Managing Director, Europe, Middle East & Asia, CB&I
SPEAKER BIO
e RIS
susris.com, 1 Jan 2012 [cached]
Joe Saleeby
Joe Salecby
Joe Saleeby Senior Vice President & Managing Director, Europe, Middle East & Asia, CB&I
Joe ...
www.ceraweek.com, 6 May 2012 [cached]
Joe Saleeby
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Other People with the name "Saleeby":

Raymond Saleeby

Vistage International Inc

William Saleeby

New Hanover County Schools

Tim Saleeby

Triangle X-Ray Company

Raymond Saleeby

http://'www.zoominfo.com/p/Joe-Saleeby/1264537944 8/26/2015
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Subject: Re: Phone call with Jeff Archie - Oct 1, 2014

A Lot of the same CBI talk on planning, protocol, briefings, presentations, alignments. So not very
impressive in my opinion. As a wise old mentor once very bluntly suggested to me, get off your a-— and
get out in the field and find out what's going on and get the job done without all the b---s-—. CBi has
productivity problems in the field. Can't meet a schedule. WEC keeps changing design that impact field
and shops. The shops have quality and production problems. There are a multitude of procurement
issues. The field non manuals and indirects are out of control. Cbl, one of the largest contractors in the
universe can't find the necessary resources. Until chi rolls up their sleeves and get connected in those
and other problem areas and clean things up, until that happens. Then all of the alignment sessions,
presentations, planning, protocol will be a waste of time and money. There will be continued delays
and cost increases. As far as alignment on schedule and cost is concerned, that is going to be a very
difficult and contentious process based on the cost information that we've been provided. Not a very
positive outlook, but I'm somewhat turned off by a lot of talk but little action. For what it's worth.

Sent from my BlackBerry 10 smartphone on the Verizon Wireless 4G LTE network.

From: WALKER, CARLETTE L

Sent: Thursday, October 2, 2014 8:12 PM

To: SMITH, ABNEY A JR; KOCHEMS, KEVIN R; WICKER, SHERI L; JOHNSON, SHIRLEY S; BROWNE, KENNETH
JEROME

Cc: CHERRY, WILLIAM

Subject: Fw: Phone call with Jeff Archie - Oct 1, 2014

For your review and insight into what Jeff and Don are thinking/planning.

From: ARCHIE, JEFFREY B <JARCHIE@scana.com>

Sent: Thursday, October 2, 2014 4:48 PM

To: 'DePierro, Don'

Cc: 'Benjamin, Jeffrey A'; Christopher R. Levesque; JONES, RONALD A; BYRNE, STEPHEN A; 'Crosby, Michael’;
Lyash, Jeff; WALKER, CARLETTE L

Subject: FW: Phone call with Jeff Archie - Oct 1, 2014

My comments are in Red below.

Jeff A

From: DePierro, Don [mailto:don.depierro@cbi.com]

Sent: Wednesday, October 01, 2014 3:43 PM

To: ARCHIE, JEFFREY B

Cc: Lyash, Jeff; Benjamin, Jeffrey A; Christopher R. Levesque; Kenneth W. Hollenbach; JONES, RONALD A;
Skudlarick, Josh

Subject: Phone call with Jeff Archie - Oct 1, 2014
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**This is an EXTERNAL email. Please do not click on a link or open any attachments unless
you are confident it is from a trusted source.

Jeff
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The following is a summary of today’s call. Please edit or add if necessary:

1.

10.

CONFIDENTIAL

Planning process implementation is underway for short term, intermediate range and long range. Short
Term POD is established and occurs each day to address the immediate, daily and short term needs.
Intermediate Range Planning is up and running. Each week the team meets focusing on the 3 week look
ahead, restraints, work package planning and material needs, work progress -v- plan and performance.
The Long range Planning team is mobilized to address all the necessary activities and actions to assure
successful execution at the work front. This team focuses on the EPC work streams and deliverables,
including constructability problems to assure successful execution and no emergent, un-planned items
interrupt or restrain work. Note these planning processes are being executed for the most part but are
not in some cases very mature { wet paint ).

The team will pursue Benchmarking of TVA Watts Barr’s Long Range and Short Term Work Planning
process if not done already.

Suggested an extended series workshops with SCANA Sr. Mgt. and Senior Consortium Management to
better align the SCANA and the Consortium Senior Management on the EPC execution challenges,
focusing on the Gaps, Challenges, Risk impacting Engineering, Procurement and Construction delivery
process. Specific area we discussed Don was the shield building execution plan.

Craft Resources Discussion:

a. The following strategies and actions can be employed to draw and retain labor, presuming the
work conditions and safety are good.

i. Wage Rate
ii. PerDiems
ili. Bonuses
iv. Work Hours

b. The Project coordinates with CBI Labor Relations and manages the above items on an enterprise
or portfolio basis considering the immediate and wider geographical region.

c.  Ken Hollenbach is the VC summer point person responsible for managing labor at the Project
with assistance from and coordination with CBI Functional and Corporate Construction
Management.

Ken / Chris and Ron will coordinate on conducting a labor management briefing for SCANA
Management describing how the Project and CBI manages the above items {suggest it be included in an
upcoming PRM) My comment was that we have this discussion first with Carlette’s commercial team.
The initial discussion needs to be outside of the PRM.

A protocol or process should be established for SCANA Management to participate and align with the
Consortium on Cost —v- Schedule decisions related to craft wages, per diems and other cost drivers that
will flow to the Target

CBI Module Management Team will provide a briefing on the Status of SMCI and CA03 (suggest it be
included in an upcoming PRM). We expect this discussion to take place after the assessment is complete
and it does not need to wait on a scheduled PRM.

The Shield Building Execution Plan will be presented {suggest an upcoming PRM). Focus will be on
erection by CBIS, ground fab plan, unit rates, sustained weld rates.

Schedule and Cost alighment

a. Need to decide on the “operational” Target Schedule ~ Consortium is currently working to the
Sept 2018 IPS. Operational decisions are be made to support this schedule.

b. Ultimately need decide on the schedule for external communication purposes, ORS,

[ { S

¢. SCANA and Consortium need to align on overall EAC and in addition, the acceleration cost

d. Consortium is preparing acceleration cost and will provide forecast for completion

Understand Kevin Marsh, Danny Roderick and Phil Asherman are meeting on 10/13 where they may
reach an understanding on a path forward for alignment on:

SCANA_RP0388796
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a. Cost

b. Schedule

¢. Contract
Regards..........cccreue-.c. Don

5 e';_ :“'{‘

Donald DePierro

Sr. Vice Prasident
Nuclear

Power

+1 980--321-8232 Direct
+1 704--576-8428 Cell
+1 980-321-1310 FAX

don.depierro@cbi.com

CB&i

128 South Tryon Street
Charlotte, NC 28202
USA

www.CBl.com

i)

This e-mail and any attached files may contain CB&I (or its affiliates) confidential and privileged
information. This information is protected by law and/or agreements between CB&I (or its affiliates)
and either you, your employer or any contract provider with which you or your employer are associated.
If you are not an intended recipient, please contact the sender by reply e-mail and delete all copies of
this e-mail, further, you are notified that disclosing, copying, distributing or taking any action in reliance
on the contents of this information is strictly prohibited.

CONFIDENTIAL SCANA_RP0388797
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3rd floor of the tallest of the campus bldgs

From: BROWNE, KENNETH JEROME

Sent: Wednesday, August 27, 2014 7:42 AM

To: SMITH, ABNEY A JR; WALKER, CARLETTE L
Cc: YOUNG, KYLE MATTHEW

Subject: RE: Conference Room for Friday Meeting

OK, Thanks...

From: SMITH, ABNEY A JR

Sent: Wednesday, August 27, 2014 7:42 AM

To: BROWNE, KENNETH JEROME; WALKER, CARLETTE L
Cc: YOUNG, KYLE MATTHEW

Subject: Re: Conference Room for Friday Meeting

We meet there for exacutive overview

Sent from my BlackBerry 10 smartphone on the Verizon Wireless 4G LTE network.

From: SMITH, ABNEY A JR

Sent: Wednesday, August 27, 2014 7:39 AM

To: BROWNE, KENNETH JEROME; WALKER, CARLETTE L
Cc: YOUNG, KYLE MATTHEW

Subject: Re: Conference Room for Friday Meeting

Behind admin assistant at door by elevator

Sent from my BlackBerry 10 smartphone on the Verizon Wireless 4G LTE network.

From: BROWNE, KENNETH JEROME

Sent: Wednesday, August 27, 2014 7:35 AM
To: WALKER, CARLETTE L; SMITH, ABNEY A JR
Cc: YOUNG, KYLE MATTHEW

Subject: Conference Room for Friday Meeting

In looking at the meeting invitation for Friday’s EAC meeting, it says the location is the ‘Energy Conf. Room”, Do
either one of you know where this room is? Kyle and I looked at the Corp. Campus maps and don’t see it

identified.
Thanks, Ken

Ken Browne, P.E.

Senior Engineer

Business and Financial Services
New Nuclear Deployment, SCE&G
(803)941-9817

CONFIDENTIAL

SCANA_RP0381917
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Senior Engineer

Business and Financial Services
New Nuclear Deployment, SCE&G
(803)941-9817

CONFIDENTIAL

SCANA_RP0258895
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~

CONFIDENTIAL

EAC Review

1) To what level schedule has the EAC been developed?

2) Compare the new units of measure to the original that the contract is based on for gross changes.
a. Have they used the real data that has been earned for the first 2 years of construction?

b. What performance factors are assumed?

3) Determine the wage rates used during the new schedule units of measure

4) Compare the productivity assumpticn in the new EAC to the previously supplied one in the contract
S) What are the new staffing levels and how do they compare to the original contract assumptions?

a. Are these broken down by type (FNM, Craft, Supervisicn, Support, Startup, Subcontract workforce)?
b. Are Westinghouse Startup resources identified and coordinated with the IPS?

6) Review original contract payment milestones to new construction activities to determine if dollar output
would match percentage complete

7} Review ramp up and down curves to the work flow windows to ensure no work force padding.

8) What level of justification is used for FNM staffing? Compare to the previously known value

a. What is the budget for FNM?

b. Look at FNM categories (all 800 Cost Codes) and compare to Original Budget and per month costs.
9) Subcontracts

a. What are the major anticipated Subcontracts? Does this vary from past assumptions?

b. What is the PF assumed for Subcontract work?

. What past areas were in the direct hire assumptions that are now subcontracts?
10} Rework

a. What were the past assumptions or allowances for rework (may tie to #2, PFs)?
b. What are current assumptions?

¢. What areas in target are assumed to be performed off-site vs. on-site {past example: Mechanical modules

at LC and AECON)?

11) Indirect Costs and Distributables

a. What is the ratio of Direct Cost ($'s) to Indirect Cost ($’s)?

b. What is the ratio of Direct manpower to Indirect manpower?

€. What is the budget for Temporary Facilities “Expenses”?

d. What is the budget for Temporary Fadilities install and maintain “Labor”?
e, What is the budget for Craft per diem?

SCANA_RP0258896
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Imtroduction

beheve the Consortlum 1s not entltled to

-O—— -

& Acknowledgmg that the EAC Rev1ew Team (EAC Team) has not

completed its: rev1ew th1s presentatlon 18’ a summary of cost" We.

e.f ,Note that all dollar amounts are 100%, m 2007 dollars and based

on COD’S of 12/18 and 12/19

Confidential

- . CONFIDENTIAL DRAFT= Breparcd 1062014 7 12 00
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CB&I Direct Craft Productivity

O-

o CB&I pI‘O_]eCtS the To-Go PF will be 1. 15. (ITD PF as of 8/14is

'1.46.)

o EAC Team recommends holdlng CB&I accountable to this PF

‘only paying up to this level.

6 EAC Team anticipates a To-Go PF closer-to 1.40 and rec'alcula'téd

the cost, resulting in an additional increase of approximately

- $101M. (This is the cost impact of the To-Go PF of 1.40 vs. 1. 15' )

~and is not included in the Consortium EAC. )

o This does not address excessive Indirect Craft present on s1te and |

an additional opportunity exists to challenge costs above
estabhshed Dlrect/Indlrect ratios. .

Confidential

CONFIDENTIAL DRAFT —Prepared 10/6/2014
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CB&I Schedule Impact
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CB&I Contingency

-O

o CB&I pro_] ects an add1t10na1 $77M of contmgency for a total

contmgency of $2OOM

o EAC Team recommends removal of the $7 7M ﬁom EAC
leavmg $123M remammg in contmgency |

.o Note The Consortlum Contmgency account of $123M has been ,
* restored due to inclusion of previous usage of contingency in the .
7 “Quantity Changes” and “Other Misc. Ad_]ustments” categorles of

| the EAC : - - :

L A

. CONFIDENTIAL DRAFT—Preparsd 10/6/2014
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CB&I Shield Building Risk

Confidential

ij ect

v:".o Increasmg the base labor hours fer Shleld Bmldmg erectlon to the b
' ongmal estimate quantrtles represents an merease of $14 9M to the

EAC at CB&I Semces labor rates

- R S ) . A. . . R e s T
PN RA )

e In additmn to the CB&I 1ssues contamed in the EAC iyt
.g .._-_‘,.-_;prov1ded by the Consortlum ‘the: EAC review: team has "
- identified an omjssion that-shoyld be mentioned: - i
o. Constructron of the Shleld Buﬂdmg presents an add1t10nal rrsk to the‘
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CB&I Field Nom-Mamual

-O—

o CB&I proJ GCtS an inofeese in FNM costs of $170M ‘f?‘fx’iﬁ;? ?7

° EAC Team verified the EAC usifg 1 the current CB&I ENG

be able to comply w1th thls plan

‘o CB&I currently reoewes d contra,ct based m,ark-up of 1 70 fo:r all

N 'jf labor costs.’ The Gwner has venﬁed on numerous

oosts 1s approx1mately 1 30

......

addltlonal FNM costs above the orlgmal estlmate usmg a 1 40

mark—up Th1s w111 resultm an EAC reductlen of approx1mate1y

$48M

..~r'. N M
I S N AR LN

NM plan,
2 which is:lean. . The EAC Team. does not antlc1pate that CB&I Wlll.:_:

occasmns that the mark-up CB&I actually mours on FNM labor“ :

‘ 1 - . POIREA . . - RPN PR . ; L e P P S
h
)
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CB&I Acceleration

o The propoSed September 2018/N ovember 2019 schedule W111 S
result ik addrtronal acceleratlon unpacts, not yet quantlﬁed by the ‘f;

O-

3 ° CB&I pI‘Q]eCtS a.n mcrease of approxlmately $168M for 5

acceleratron to meet the December 20 1 8/2019 SCDs

R Th1s costis. based on a lnmted mght shlﬂ of 340 Drrect Craft 100

Indlrect Craﬁ; and 60 FNM There 1S also an addrtlonal 100
FNM on day Shlft to. support the mght shrﬁ L

Consortrum

‘s, EAC Team recommends $0 entrtlement becauSe the acceleratron

1s necessary due 10 Structural Module Delays

Confidential
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- WEC Schedulle Impact

Confidential

O

o WEC projects a delay in the schedule will cost $76M.

-0 $64M of the $76M is due to increases in the CV. sub,contréct coet.

EAC Team found several errors in this estimate reducing the

EAC impact to $35M. (WEC has been requested to revise the
EAC) |

o $12M of the $76M is due to hotel load increases for Plant Start-
up and Licensing.

o EAC Team recommends $0 entltlement because the delay 1S due -

to Structural Module Delays

CONFIDENTIAL DRAFT ~ Prepared 10/6/2014

T
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Base Scope Refimememnt

: o WEC EPC Target Work scope does not currently mclude thlS |

‘ P EAC Team recOmmends $0. entltlement as thlS eost is due to

o EAC Team recommends $0 entltlement as thls 1s Flrm Prtce

. ;,o EPC Management -WEC has mdlcated that theu' ‘b e st talent"f"_'{""":‘:‘?}'{:

aPPI‘OaGh il addition to. CB&I on-site management w111 add W
- WEC staff costs. totalmg approxnnately $22M PRI

functlon er cost Ty

Consortlum (CB&I) meﬂ'lclencles

X Llcensmg-WEC pro_]eots an mcrease 1n the Ltcensmg T&M costs

totaling $28M:: -

:,. L A R AP S R
; .

Confidential
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Regulatory Drivem

Confidentinl

. .\- A _-.. - .- LT . e, e ..v©_ .. ._,. . N . FERES o -......“,...‘..,- RERr

0 Start-up and Testmg WEC pl‘O_] ects an mcrease i CVAP and
FOAK testlng of $23M (Wa1t1ng on WEC Cost ) o

‘o EAC Team recommends all home ofﬁce planmng and procedure
devel(apment be.rémoved from the EAC and consldered F:lrm Ry

pnce $11 5M (Pendmg recel,pt of WEC Cost)

&t CONFDENTIALDEAFT bt fofR0 T L T T SEET R
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Owner Challenges

o The cost of unreallzed savmgs proJ ectlons that have been

: ‘9 When 1t is: determmed these or sumlar costs Wlll not be paiﬂ by

mcluded 1n the EAC by the Consortlum Wlll be relmbursed 3
under Target Pr1ce and T&M payment processes | SRR

EY Much of the costs for Structural Module Delays and PF

the Owner the process to énsure they are: w1thhe1d ﬁ‘orn an: 7_.
mvolce ‘willbe a s1gmﬁcant challenge (Cons0rt1um may not
agree with: the reductlons) BN .

Confidential
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Scenario 1 and 2 {curves) ... demonstrate how improvements to productivity factor and labor ratios
drive the curves down ... but still result in cumulative target costs that are significantly over budget.

Both the EAC and Entitlement curves ... demonstrate that to achieve the target costs projected by the
EAC ... the Consortium must perform in accordance with numbers that closely track the contract basis.

Additional details on the new chart:

o

All numbers shown are at 100%.

2. Baseline reference: Cumulative cost of $2,281M ... is the EPC contract based on the July
2012 settlement totaling $1,936M escalated.

3. Entitlement curve: Cumulative cost of $358M above the baseline ... is the EAC Design
Finalization and Change Orders minus LDs with escalation added. For SCE&G at 55% ... this is
the $72M (design finalization) and $56M (change orders) filed in the current PSC petition.

4. EAC curve: Cumulative cost of $1,156M above the baseline ... is the total EAC cost (target

only} with escalation.

| understand from the attorneys’ conference call last Monday {Mar 30) - the group recommended it
was probably time to reconvene the larger group including the CEOs. When this meeting is
scheduled, | think it would be a good idea to include productivity, labor ratios, and these charts as
part of that discussion.

If you have time to review ... maybe we can discuss tomorrow after our meeting.

Thanks,
Michael

Confidentiality Notice:

This message is intended exclusively for the individual or entity to which it is addressed. This communication may contain information
that is proprietary, privileged, confidential or otherwise legally exempt from disclosure. If you are not the named addressee, you are not
authorized to read, print, retain, copy or disseminate this message or any part of it. If you have received this message in eror, please
notify the sender immediately either by phone or reply to this e-mail, and delete all copies of this message.
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CONFIDENTIAL

Message

From: ARCHIE, JEFFREY B [/O=SCANA/OU=COLUMBIA/CN=RECIPIENTS/CN=JARCHIE]
Sent: 4/7/2015 10:31:30 AM

To: | cloud [jeffarchie@icloud.com]

Subject: Fw: VCS - NND - Target Cost

Attachments: 2015 04 06 - EPCA Target Cost & Pct Comp DCL Charts.pptx

Sent from my BlackBerry 10 smartphone on the Verizon Wireless 4G LTE network.

From: Crosby, Michael <michael.crosby@santeecooper.com>
Sent: Monday, April 6, 2015 4:29 PM

To: BYRNE, STEPHEN A

Cc: ARCHIE, JEFFREY B; CHERRY, WILLIAM; Cherry, Marion
Subject: VCS - NND - Target Cost

**This is an EXTERNAL email. Please do not click on a link or open any attachments unless you are
confident it is from a trusted source.

Steve,

As you know, Marion worked with Business and Finance to produce the following charts that were discussed in the
Executive Steering Committee meeting on Mar 6:

Direct Craft Productivity (EPC basis 1.0 ... EAC basis going forward 1.15)

Indirect to Direct Craft Labor Ratio (EPC basis 0.38 ... EAC basis going forward 0.39)

Field Non-Manual to Direct Craft Labor Ratio (EPC basis 0.51 ... EAC basis going forward 0.53)
Percent Complete - Direct Craft Work

AW

As follow-on to this effort a ... Total Target Cost chart ... has been added to the package (see last stide in attached file).

The new chart is a good visual aid which projects the {(end-view) total target cost impact of the Consortium’s poor
management of productivity and labor ratios.

In the top left corner of the new chart ... a table is provided which summarizes the key inputs that generate the total
target cost curves.

The top row of the table (highlighted yellow) ... is an average of the actual numbers recorded on the project over

the S month period (Sep 2014 ~ Jan 2015). A total target cost curve for this data is not shown on the graph because
it would be off the chart.

As you recall upon receiving the EAC (August 2014), the Consortium promised to self-correct and drive productivity and
the labor ratios back (closer) to the EPC basis.

Scenario 1 and 2 {curves) ... demonstrate how improvements to productivity factor and labor ratios drive the curves
down ... but still result in cumulative target costs that are significantly over budget.

Both the EAC and Entitlement curves ... demonstrate that to achieve the target costs projected by the EAC ... the
Consortium must perform in accordance with numbers that closely track the contract basis.

SCANA_RP0954157
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Additional details on the new chart:

1.
2.

3.

4.

tunderstand from the attorneys’ conference call last Monday (Mar 30} - the group recommended it was probably time
to reconvene the larger group including the CEOs. When this meeting is scheduled, | think it would be a good idea to
include productivity, labor ratios, and these charts as part of that discussion.

If you have time to review ... maybe we can discuss tomorrow after our meeting.

Thanks,
Michael

Confidentiality Notice:

This message is infended exclusively for the individual or ertity to which it is addressed. This communication may contain informaticn that is proprietary,
privileged, confidential or otherwise legally exempt from disclosure. If you are not the named addressee, you are not authorized to read, print, retain,
copy or disseminate this message or any part of it. If you have received this message in error, please notify the sender immediately either by phone or
reply to this e-mail, and delete all copies of this message.

totaling $1,936M escalated.

Orders minus LDs with escalation added. For SCE&G at 55% ... this is the $72M (design finalization) and $56M
(change orders) filed in the current PSC petition.

All numbers shown are at 100%.
Baseline reference: Cumulative cost of $2,281M ... is the EPC contract based on the July 2012 settlement

Entitlement curve: Cumulative cost of $358M above the baseline ... is the EAC Design Finalization and Change

EAC curve: Cumulative cost of $1,156M above the baseline ... is the total EAC cost {target only) with escalation.
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ACTION ITEMS - Template Version 1.0

Sher! Wicker

bune 2019

? Provide the

that support
these sumbers.

(What work wcope i3 being considered in this cost estimste?
Provide justfication for using G-2 rates.

Provide basis used to determine cots (namen/tities).

03/05/14

WEC 03/05/14 -FTE's are based en s
estimate from Project Management. Ris
intended to indude miestone
esnggement, lisue mansgement, On Site
Control Center (OCC), Strategic Plaaning
Teamn, and cther anticpated foous areas.
Narmves will change over the duration of thej
praject a1 people are assigned [o this role.
This is work was not past of the
Westinghouse scope of supply, therefaore G
2 rates sre being sppled.
Namesftitles for work performed thus o
will be provided later.

0s/o4/14

Sheri Wicker

e 2019

(What is the basis for Ikis number?
The WEC documentation used to sugport this number does ot
show the $25,000. Owner coples of CBIS ¢ to
support the detailed scopes of work that sdd to the $28,000,

loAmne Hyde

03/03/24

WEC 09/05/14 -S25M is the deita from the
origing! estimate snd the curveat purch

order ($68.7 - $93.7). A list of specific
change arders which have been executed
are In the Supporting Documentation Book }
The change orders over SI30K, the
previoutly agreed threshold, have been
previously sudited by the Owner. Ownier
can wchedule an additicnal suditif
necessary.

CBIS extimates weve used as the basis for
the Miscellaneous Future CV Change
Notices and will be provided to the Owner.
However the amount knduded in the EAC
was a probabilistic weighted estimate of
the anticipated negotiated amount:
(Probability = TOU%, low - $1IM, md $14M,
high $18M) which yielded a vatue of $10M
included in the $93.7M Qurrent Estimate
Total

Pageldot?
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ACTION ITEMS - Template Version 1.0

WEC 09/05/14 - The FTE data was derived
from the Start Up Group as derived from
the Integrated / Partiatly Acceterated
Project Schedule activities. A White Paper
weas provided to Owner GM of Operations)
[ Yesting S35 000 Readine1s to explain the process. The
The documentation provided thows total costs of $76,047. monthly duration of Stant Up activities
(What i thve busis for rumber of FTT's and manths used i the varies snd b detaiied in the White Paper.
m"""':“;m' rovide the mithematical calculsiiont that supporn | WOIFTE' tor each respective role
9 09/04/14 | Sheri Wicker June 2019 Confirm thet the $15.000 s the difference between $76.047 and wic loAnne Hyde 03/05/14 per each " yeas * 1] CTored
the ortginal TEM Allowance of $6104T7 salesble idor hours per year * appticable
Ouner ceceived an ségitional o - Y. How Leate = $76.067
meSKNTHWDmum.IMNMMuMH Confimed: $15Ma t estimate
in the TIP Summary™? y A' ¢ y )
{576.047) - EPC contract designated funding
{s6r.q)
The $39.3 represents the intermna)
Viestinghouse cott. Actuzl nvoices are per)
the rates in G-1 a3 per contract and were
1 576.0M,
WEC 09/05/14 -The estimate did not
inckade costs to resolve the open items on
page 10-11 of the ITP Summary
WEC 09/19/14 -The estimate did not
{Reference the *ITP Summary” document: Reference Wem Mo, 42 inchade costs 1o resolve the open items on
10 095/04/14 ] Sher Wicker Xne 2019  [Were the Open Rems listed on pages 10 - 11 addressed in the wiC JoAnne Hyde dated 03/09/14 . page 10-11 of the ITP Summary cxcept for | Closed
EAC esteulation? the first two buBets: FPOT and F3POT
(induded tn the $22M FPOT/FIPOT
astimate value), and control system ISC
swppert during precperational testing
linduded in the $76M value).
WEC 09/05/14 -Yes. It is anticipated that
|Beference Colymp "Bave Scope ReSaementt, Plant Startup gnd more oversight and support wil be reguired
| 1esting $15.000: Refetenca Action ltecn No. 43 | a3 » higher number of Lests are comploted
1| O0YIA [shedWicker|  Ane2019 [ nrher ( 250 WIC | loammohyde | 09/03/14 dated 09/05/14 in paralel. Estimates havenotyetbeen | O
2018) kmpact these costs? developed ta support the September 2018
schedule,

Pagedot?
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ACTION ITEMS - Temglate Version 1.0

What i the basls for number of FTE's and months used in the

? Provide the mathematical calculations that support

WEC 03/05/14 -# of projected FTE's for
ach retpective role desaiption per each
respective year * 1768 salesbie Labor hours,
per yeir ® epplicable G-2 rate » $30M
inciudes Site licensing phus sugmented
support from home office - about 60% site
&nd 40% home office

G-2 Rates are used per ExhibitG.1.1

1n 09/04/14 | shert Wicker|  fune 2019 ::‘u numbers. WEC JoAnne Hyde 09/05/14 proviston and the timit of $2.2M Is Closed
¢ juttification fot using G-2 cater. 10 be exceeded for this exercise.
What work scopa is being considered for this estimate? The scope includes
&nd suppert of licansing amtgn including
LARs and Depertures, sny NRC meetings
supported on beha!f of the Owner,
retponsas to NRC questions, and any ather|
licensing support. FTEs sre based on an
oversl) anticipated level of effort.
Owner will have addRtions) WEC 09/05/14 -Model provided as zn
1 | ovjoasa [ MR 0020 ::‘g:«":;':: Model for Vandor Change Orderswith Owner|  yee | soannempte | o9/08/14 during of tool for Owner contideration. |  Closed
caleulation for VCS tmpact Is applied &3
follows: VCS payroll * 8% caculated value *)
percant impact of the Affordable Care Act.
‘The HR department provided the hesith
care costs a3 & percent of tota) payroll
based 00 actual dabrms resufting {n an
sverage cakculiled value was 8%. A base
g ratio was set for the number of & d
mhmmmmheﬂhnnmnummo! per employee in 2010 before Lhe Act based
Gayroll snd GHC a3 of total b on expetience.
mhmmtuuus.zssmw u.mnum?
Reconcile actual EAC costs with draft Change Grder provided to Fot current and future years, the
L Owner. Owner will have additional | Affordable Case Act impacts were supplied
14 00414 Felkel kne 2019 |Provide number of employees, tithes and pay rates vied in the WEC JoAnne Hyde 03/05114 guestions during negotistions of | by HA based on o projection fromthe third| Closed
wmmmhnu(mmmmm change order. party benefits provider.
What f total this
represent {Vogtie vi. Chine vi. VCS)? $GA percentage of $.35% has been

Ownef requests review of document, “Timeline for Phase th of
Affordable Care Act”, specifically, how timing of the provisions off
Act sre incorporsted Into the estimate.

consiitently spplied to chenge orders 83 per]
the origingl cost books since the beginning
of the project a3 there is no stated SGA rate]
In the contract. Profit bs agplied without
the fint mover discount (14.44%) for
Change Order work which is not T&M, and
s conshtent with past change orders as
there it no stated profit rete in the
contrect. The Affordable Care Actis a
Change in Law and therefore rates were

Ssonliedasner tha roatiact Chagge

Pagedol?
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ACTION ITEMS - Teenpiate Veriion 10

WEC 03/05/14 -This was
to coincide with the 1c0pe agreed with
Owner per the T&M asuthorization process.
tis viewed as & Change in Law under the
contract and is not 3 part of base scope
et therefore G-2 rates were appted.
» 03/04/14 ke 2019 etsiled scopes of work that bulkd-up this emount? WEC JoAnae Hyde incremental costs will be biZed at actua! Cowed
Provide fustification for use of G-2 rates. thours for such 1cope 1 agreed with Dwner
Provide detailed original ITAAC budget? pec the T&M suthorizstion form.
The original base scope (TAAC budget is
part of Firm Price and ot subject to
Cwner's review.
LL VIV AN P Te s
{nonsatsble factor of 13% to include:
Kevin Baferenca Colurmn - Yarlous: sverage smount of vacation, holiday, sick,
19 | O] ams | M2 [provda bashs of 147.3 hes used to catcutats FTE month, WEC ] fokmchpde | 03/05/14 o project time for the employee. | O
population) / 12 months » 147.3 hours per
ah
Estimate includes funds from CO 16 - no
20 | 53720110 | Ken Browne | DeCOmBeT 2018 Verify that conts of Shield Bullding Mast Cimbers are included in] gy | g postegui scditional forecast s inetded for Mast Closed
lune2019  [the EAC?
Climbers
Confiem that the basls for the Shiekd Building erection costs for
Decamber 2018 Yes - 22 month erection schedule (per unit)
21 03/29/18 | Ken Browne Sane 2019 z&'l‘?:du! in the EAC matchas the 22 month erectlon =11} Joe Arostegui is basts for Shield Building erection costs. Closed
Mergeret | December 2018 [Confirm that the EAC does not includa any FNM Living Allowancel Corrected. On the Acceleration in the
2 03/29/14 Felkel e ot Relocation costs. Per Change Crder 8, thesa costs are Fem (=11} Joe Asostegui presentation, there was a misishe. The Closed
e 2019
rice. 157.5M will be removed from Targel
Response provided by CB&! via
emai) dated 09/12/14 to Cwner is|
incomplete. Owner requested
sdditionsl information on
03/12/14.
€B&103/23/14 - CBAI confirmed
December 2018 |Provide o detsiled explsnstion for the costs included In the till swelting detsils on the coty
B C3/29/14 | Kan Beowne hne 2019  ["Other Misc Adjustments® Column. ca foe Arostegul Owner comments - CBE) emailed Gomd
documentstion on 03/25/14 and
meeting was hetd 09/30/14 to
discuss upporting
documentstion. Reference Action|
tem No. 49 - 51 for sdditiona)
quetions.
10 | cozzome | avn | Decomber 2008 [Provide high leved esumated cath Rows by uerer by septembed  CBA1 | soe avostegus Reference Action Rem No. 44 :’:2’“’"'“&:"’&2‘:‘:
Kodhems Koe 2019 |5, 2004 WEC JoAnse Hyde dazed 03/03/14 . 8 ivailable, we Coud
WEC 03/05/14 - For Westinghouse, the
ability to provide this is contingeat on 8
Kevin | December 2018 |Provide detated estimated cath fows by quarter by October 13,| €881 | soe Arostegui deuaded schedule being avadablefor the |
B 03/23/14 Kocherms Luoe 1019 2014, WEC JoAnce Hyde detuted A the
presect time, only the June ichedule hm
the detad to support a cash flowon o
monthly baus.

PagoGof?
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ACTION ITEMS - Template Version 1.0

6

09/04/14

1018

1d.

June 2019

Provide sdditional detiils regarding the
rmethodology uted to calculate the EAC

[=: ]
WEC

08 Arostegul
loAnne Hyde

WICRISET U370 TV ST WUTgIeuTy
portion addretsed in emall from ). Myde
$/2/2014:

4) Do-wicsiation Methodotogy: CB&

09/09/14 - ...De- dated
current day $ to 2007 $ based on Alpha
Retources for Craft and Handy Whitmen for]
Non Craft costs

8. Target - EPC Managemnent shown in
Target Price was estimated at TEM rates in
$2007; CBAI Services CNs have the de-

f inthe
(mostly 1.0634) reference: backup
spreadtheet Lzb * CBA) Services CNs” right
column Labeted 20075M;

b, Time & Materis!s estimates were rates
pet the contract in J0078.

CBAI Response 09/08/14 - ... De-escalated
curient day $ 1o 2007 $ bated on Alphs
Resources for Craft and Handy Whitman fod]
Non Craft costs
Response from CBAI 09/09/14;
De-etcalated current day $ to 2007 § based|
on Alghas Resources for Craft and Handy

Loc Moo Leals cous,

Page 707
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VC Summer Units 2 & 3, 2014 EAC Analysis and Discussion of Cost Changes

Report prepared by Owner’s EAC Review and Validation Team

Ken Browne — NND B&F
Margaret Felkel — NND B&F
Kevin Kochems — NND B&F
Sheri Wicker — NND B&F

Kyle Young — NND Construction

This report was prepared based upon an analysis of the revised EPC Project Estimate at Completion
(EAC) for Target and T&M cost categories as prepared by the EPC Consortium and presented to the
Owner on August 29, 2014. Subsequent to the Consortium presentation the Owner’s EAC Review Team
convened and conducted a detailed review of the data as presented and as provided at later dates as
requested to support the original presentation. Several subsequent meetings were conducted with
various members of the Consortium team to review the additional data and discuss the estimate. This
report was prepared based on use of the December 2018/December 2019 Substantial Completion Dates
for Units 2 & 3 respectively.

Discussion of the EAC Details:
(In the order presented on the Client Summary Sheet)

1.0 2007 $’'s Sch @ CO-16 PSC Approved
This column provides the cost basis for Target and T&M costs for both CB&I and WEC as it
existed in the Consortium budget at the execution of the CO-16 “Settlement Agreement” (July
2012), with the exception of “Deviations” for identified Consortium Contingency usage prior to
that time. This budget included an EPC Target Price Consortium Contingency of approximately
$130 Million. The total EPC Consortium budget for Target Price was $1,935,976,000 and for
T&M Price was $302,748,000.

2.0 Site Layout C.O.
This column provides the cost estimate for site layout modifications requested by the Owner

related to re-defined security requirements. This is an “Owner —Directed” Change and the
Consortium is entitled to 100% of the actual cost. It should be noted that in addition to the
Target and T&M costs indicated in the EAC, there are additional Firm Price cost impacts which
are not included in the EAC. At the time of EAC submittal, this Change Order had not been
submitted and the estimated Target Price cost is $20,465,000 and the estimated T&M cost is
$36,000 (Excluding CB&I G&A and Profit to be added later in the EAC template). Subsequent to
submittal of the EAC, revised prices for the Change Order were submitted and the total Target
Price impact of the Site Layout Changes has increased to $36,000,000 with $43,000 T&M and an
additional Firm Price impact of $21,000,000. All costs presented are in 2007 $'s. The EAC
analysis spreadsheet has been updated to reflect this additional cost.

€16 Jo 8zy abed - 3-0.€-210Z # 194904 - 9SS - Wd 02:€ ¥ 1290300 810Z - A3 114 ATIVOINOYLOT 13
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3.0

4.0

5.0

There is no WEC cost impact from this Change.

Cyber Security C.0.

This column provides the cost estimate for additional Cyber Security provisions required for VCS
Units 2 &3 due to Regulatory Changes by the US NRC. Due to the uncertainty surrounding the
Cyber Security Change Order, all costs are included in the T&M Price category by the
Consortium. The Owner continues to negotiate the work scope included in this Change and
monitor the costs of this work evolution. Subsequent to the EAC submittal, the projected T&M
cost impact to CB&I is $10,030,582 and $24,180,500 to WEC (including G&A and Profit to each
Consortium party). Both parties are entitled to full compensation for the performance of the
negotiated scope at EPC controlled T&M rates, as this Change is related to a “Change in Law.” In
addition to the amounts listed above, there will be further costs associated with Vendor Change
Order T&M work. These costs are not included in the current T&M proposal as the work is
dependent on a number of estimates and assumptions that are unknown at this time. The
Consortium will invoice these costs to the Owner via separate change orders as they are
identified and incurred. For the purposes of this EAC review, the Owner has estimated
$7,500,000 for the total sum of the Vendor Change Orders. However, it should be noted that
this is a broad estimate and that the total cost could be much higher or lower. Although these
costs were not included in the EAC by the Consortium, the Owner believes that the Consortium
is entitled to the total amount.

Quantity Changes

This column addresses the additional CB&I craft labor costs associated with commodity quantity
changes that have been identified since the original estimate was developed and incorporated
in approved “Deviations”. These quantity changes are the result of design change/refinement
and site specific issues. The costs of all commodities are included in the Firm Price and are not
included here. In addition, CB&) has used this column to shift categories for two specific work
scopes (Shield Building Erection and HVAC) from self performed to sub-contract. This is
represented by the $57,575,000 included in the Direct Subcontracts line. Corresponding
reductions are included in the Unit 2 and Unit 3 Direct Labor costs, but they can’t be identified
in the summary sheet. The Owner agrees that the Consortium is entitled to 100% of this cost
through the normal Target Price billing. The EAC total is unchanged at $87,346,000 + G&A and
Profit and Entitlement is the same amount.

Craft Productivity
This column accounts for the lack of productivity and additional labor costs within the Direct

Craft category. The original budget assumed a PF of 1.00. This column takes the PF to an overall
1.19, using a 1.15 To-Go PF. As of 12/2/14 (for reporting period through October 2014), the
Productivity Factor (PF) for the project to date was 1.49 . In the four subsequent months since
receipt of the EAC, the ITD PF has increased steadily from 1.45 to the current value, due to
monthly values of 1.97 for August, 1.95 for September, 1.91 for October and 2.48 for November.

EAC Validation Report Page 2
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6.0

In its EAC, the Consortium assumed that the project would reach a goal PF of 1.15 within 6
months. This does not appear to be achievable. The Owner does not believe the assumed To-
Go PF of 1.15 is achievable with the current CB&I organization, so the EACH Review Team
recalculated the cost with a PF factor of 1.40 To-Go. This resulted in the Owner’s EAC estimate
increasing $167,461,000 for Direct Craft labor. However, the Owner believes that CB&l should
only be entitled to recovery of a reasonable PF, like the one assumed in the EAC (1.19). The
Owner therefore does not think CB&l is entitled to any additional costs beyond their estimate of
$81,763,000.

Schedule Impact
This EAC category is comprised of Target and Time & Materials increases for both CB&I and

Westinghouse due to delays associated with Structural Modules and Westinghouse Design
Engineering issues that result in new Commercial Operation Dates (COD’s). The EAC Review
Team recommends $0 of increased entitlement for these Target and Time & Materials costs.
The Owner has already agreed to increased costs for Structural Module Delays in proposed
Change Order 16 and the associated interim Letter Agreement. Delays due to design engineering
issues are the responsibility of Westinghouse.

CB&I Target

CB&! includes increased costs for Indirect Construction Labor, FNM Labor and associated FNM
expenses for hotel load, Distributables and Fuel associated with Construction Equipment. All
increased costs are due to the schedule delays associated with Structural Modules and
Westinghouse Design Engineering issues. Based on CB&l’s estimating methodology, the EAC
Review Team believes these costs are inflated. An example of these inflated costs was the
methodology used for distributables whereby CB&I did not look at what was previously spent on
distributables but used a “forward looking” estimate of distributable expenses and may include
some Firm Price distributables {Change Order #8) such as construction equipment and office
supplies and equipment.

CB&I| Time & Materials

CB&I includes increased costs for scaffolding craft and FNM labor and used a factor applied to
Target scope indirect labor to determine the estimate for craft labor. CB&I also increased its
estimate for one Field Non Manual Supervision Employee for hotel load associated with the
Schedule Impact. CB&I increased its estimate for distributables for additional scaffolding
materials. The EAC Review Team questioned CB&I as to why Scaffolding costs would increase
due to the Schedule Impact of Structural Module Delays. The explanation given was not
sufficient to support an increase in scaffolding costs related to a Schedule Delay.

Waestinghouse Target
Westinghouse includes increased costs associated with its subcontract with CB&I Services for

the Containment Vessel Fabrication and Assembly. The EAC Review Team evaluated the
estimate documentation provided by CB&I Services to Westinghouse and found erroneous
assumptions and mathematical errors. Westinghouse stated that CB&I Services has retracted

EAC Validation Report Page 3
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7.0

EAC Validation Report

this estimate pending additional information and that a new estimate will not be given to the
Owner for review with the EAC. Based on a review of the documents provided by CB&I Services
to Westinghouse, CB&l Services’ updated estimate includes charges for professional/supervision
hotel load for 16 months for what CB&I Services considers a delay related to the Containment
Vessel Fabrication and Assembly Schedule (mostly due to Westinghouse design issues/changes)
plus the COD Schedule Impact Delay.

Westinghouse Time & Materials

Waestinghouse includes increased costs for hotel ioad for professionals working on Licensing and
Startup related to the Schedule Impact and new COD'’s.

Base Scope Refinement

This EAC category is comprised of Target and Time & Materials increases for Westinghouse due
to refinement in Base Scope tasks. The increase in Target costs are associated with
Westinghouse EPC Management for CB&I1 Construction Support and an increase in base scope
associated with changes in the estimate from CB&I Services for Containment Vessel Fabrication
and Assembly. The increase in Time & Materials costs are associated with additional base scope
changes for Plant Startup and Testing netted against an estimated decrease for Import Duties
associated with equipment.

Westinghouse Target

Increased cost estimates associated with EPC Management for CB&I Construction Support are
due to Consortium'’s decision to apply a best talent/best athlete approach of using
Westinghouse Management Personnel (an approximate staff of twelve managers) to
supplement CB&I Construction Management. This base scope of work was never previously
included in Westinghouse’s Target work scope. The EAC Review Team recommends $0
entitlement, since these costs are directly related to the incompetency of CB&!’s construction
management staff.

Increased cost estimates due to changes in the CB&I Services Subcontract for the Fabrication
and Assembly of the Containment Vessel have been reviewed by the Owner and increased costs
are entitled due to change orders between Westinghouse and CB&I Services for this Target Price
Work Scope.

Westinghouse Time & Materials
Increased cost estimates associated with Plant Startup and Testing are due to Westinghouse’s

completion of a resource loaded Plant Startup and Test Schedule. The Owner’s Operational
Readiness Staff reviewed this schedule with Westinghouse and agrees that increased costs may
be entitled. The EAC Review Team recommends that any additional costs in this base scope
refinement be paid at Westinghouse Base Scope Labor Rates per EPC Table G-1 because this is
not new work scope.

Increased cost estimates due to changes in licensing base scope is the result of an increased
workload for Westinghouse to support its licensing efforts. Upon review of this estimate, the
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EAC Review Team discovered that Westinghouse is attempting to recover Firm Price Licensing
Work Scope through T&M Work pricing. The EPC Contract specifically states that the
Consortium must provide the Owner with a “Licensed Plant” and much of this estimated
additional work is included in Westinghouse’s Firm Price Work Scope. Comments from the
Owner’s Licensing Manager include statements that there has only been one Owner directed
LAR (Licensing Amendment Request) and all other E&DCR’s and LAR’s are due to Westinghouse
changes/issues. The Owner has experienced increased costs due to additional licensing support
staff and NRC fees to review Westinghouse’s licensing changes. The EAC Review Team
recommends $0 entitlement for the increased costs above the original T&M Licensing Allowance
and suggests seeking recovery from Westinghouse for the increase in Owner’s costs assaciated
with these changes.

Decreased cost estimates due to changes in Import Duties are directly associated with the
decrease in duties associated with the Federal Government’s Korean Free Trade Agreement.
The EAC Review Team agrees that the Owner has already seen a decrease in import duties
associated with equipment from South Korea. Although the Owner cannot verify Firm Price
costs used to compute Import Duties it is assumed that this $15 million decrease is a reasonable
estimate and agrees to deduct from the EAC.

Regulatory Driven

This column addresses Westinghouse costs assaciated with changes that are regulatory in
nature as identified by the Consortium. The three scopes included are: Plant Startup & Testing,
ITAAC Maintenance, and the Affordable Care Act. Both of the estimates for ITAAC Maintenance
(52,623,837) and the Affordable Care Act (54,502,868) appear reasonable and the Owner
believes the Consartium is entitled to these casts per regulatory changes enacted since the EPC
Agreement was signed in 2008, For Plant Startup & Testing, the Consortium has identified
$30,000,000 in regulatory driven changes, which includes costs for CVAP, FPOT, F3POT and hotel
load costs. The Owner does not believe that all of the costs included in this estimate are
appropriately identified by the Consortium as new scope per regulatory changes. Costs that
should not be contained in this estimate include any and all costs identified as Firm Price by the
Owner such as Home Office Program Managers.

Contingency/Risk Evaluation

CB&! Target

This EAC category is comprised of increased CB&I Target costs for Contingency based on 11% of
the ETC (Estimate-To-Completion). The EAC Review Team recommends $0 entitlement since
CB&lI’s Contingency account has been restored for the inclusion of previous contingency usage
in the “Quantity Changes” and “Other Miscellaneous Adjustments” categories of the EAC and
this restores the Consortium to a Target Price Contingency of $123M, which is approximately 6%
of the remaining ETC.

Other Misc. Adjustments

EAC Validation Report Page S
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This column provides the projected cost impacts of identified changes that have not been
incorporated into deviations by CB&i. In addition to cost changes due to design completion and
refinement, included in this category are cost impacts due to other issues such as the delayed
completion of the NI base mat due to design changes in the reinforcing bars. Cost Impacts such
as this which are the responsibility of the Consortium are recognized, but are not included in the
“entitlement” for CB&I. Some of the supporting information for these costs included interviews
with CB&I personnel. CB&I was unable to substantiate the total costs for this EAC category.

Field Non Manual (FNM)

This column provides the cost estimate for additional FNM employees required to complete the
project. CB&I provided details to support the cost included in the EAC. The Owner was able to
verify the EAC amount, and determined it is reasonable only if CB&I conforms to the staffing
plan as provided to the EAC Review Team. In addition to the staffing plan provided to the EAC
Team, CB&I has provided a curve with limited data to indicate FNM staffing plan for site facilities
and resource planning purposes. The FTE quantities reflected in the curve appear to be
substantially higher than the detailed plan provided {20% +). Following the curve vs. the plan will
result in a significant impact to the FNM cost.

Using the detail provided by CB&I, the Owner made additional adjustments to the estimated
costs to complete the project by 1) applying actual pay rates and 2) extended the time
employees were on-site to a more reasonable date (ex. Project Accounting). This analysis
resulted in the base scope FNM estimate of $179M (Excluding G&A and Profit to each
Consortium party to be added ater in the EAC template). CB&! would only be entitled to $146M
of these costs due to the fact that FNM costs have a factor of 1.70 added to them to cover
administrative expenses. The Owner has been told that the actual factor experience by CB&l is
approximately 1.3-1.4. Therefore, the Owner should only pay a 1.4 markup on any FNM
expense incurred in excess of the amount originally budgeted.

Acceleration

This column contains an estimate for the increase in project cost due to acceleration to meet
the December 2018/2019 SCDs. The Consortium has identified approximately $171M for both
Target and T&M costs. Of this $171M, $7.5M was incorrectly included as Target Price for FNM
Living Allowances and/or Relocation expenses. These costs should be Firm Price. The majority of
the acceleration costs are due to the introduction of a limited night shift of 340 Direct Craft, 100
Indirect Craft, and 60 FNM employees. There are also an additional 100 FNM added to the day
shift to support the new night shift. The Owner does not believe the Consortium is entitled to
any of the $171M of acceleration costs as the acceleration is necessary due to Structural Module
Delays.

Total EAC
Through various discussions with the Consortium the Owner understands the methodology used
by the Consortium to estimate these costs. For the majority of these costs, a fairly
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judgmental/subjective approach was used rather than a formulaic methodology. As such, the
EAC Review Team would be challenged to reproduce these costs if requested. When viewed as
a rough order of magnitude this estimate appears to be a reasonable attempt at establishing the
minimum Target Price and T&M Price to be expected for completion of the project.

The EAC Review Team believes it has a reasonable understanding of the majority of the costs
presented by the Consortium. However, understanding does not equate to agreement of the

costs. There were several action items that the Owner did not receive complete answers for but
deferred further discussion due to materiality.
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Chief Nuclear Officer. In 2004, I was promoted to the position of Senior
Vice President for Generation, Nuclear and Fossil Hydro. [ was promoted
to the position of Executive Vice President for Generation in 2008 and to
Executive Vice President for Generation and Transmission in early 2011. [
was promoted to President for Generation and Transmission and Chief
Operating Officer of SCE&G in 2012.

WHAT ARE YOUR DUTIES WITH SCE&G?

As President of Generation and Transmission and Chief Operating
Officer for SCE&G, I am in charge of overseeing the generation and
transmission of electricity for the Company. I also oversee all nuclear
operations. Included in my area of responsibility is the New Nuclear
Deployment (“NND”) project in which Westinghouse Electric Company,
LLC (“WEC”) and Chicago Bridge & Iron (“CB&I’) (collectively
“WEC/CB&I) are constructing two Westinghouse AP1000 nuclear
generating units in Jenkinsville, South Carolina, (the *“Units”) that are
jointly owned by SCE&G and South Carolina Public Service Authority
(“Santee Cooper”).

HAVE YOU EVER TESTIFIED BEFORE THIS COMMISSION?

Yes. I have testified before the Public Service Commission of South

Carolina (the “Commission”) in several past proceedings.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?
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The purpose of my testimony is to discuss the current status of
construction of the new nuclear Units; the new construction schedule
proposed here which is based on the revised, fully-integrated construction
schedule provided to SCE&G by WEC/CB&I in the third quarter of 2014
(the “Revised, Fully-Integrated Construction Schedule”); the changes in
commercial operations dates for the Units; the updates in cost forecasts;
and the operational, contractual and other matters related to the updates to
the cost and construction schedules proposed in this proceeding. This
testimony is also submitted in satisfaction of the requirement imposed by
the Commission in Order 2009-104(A) that the Company provides annual
status reports conceming its progress in constructing the Units.

PROJECT UPDATE
PLEASE PROVIDE AN OVERVIEW OF THE PROJECT STATUS.

Concerning current status, the project is passing through an
important time of transition related to the risks and challenges that will
define our efforts going forward. When we began the project, the most
important risks were related to first-of-a-kind nuclear construction
activities. This project is one of two new nuclear construction projects to
be initiated in the United States since the 1970s. It is being licensed by the
NRC under an entirely new regulatory framework contained in 10 C.F.R.
Part 52. In the early stages of the project, you would have expected risks to

reflect that first-of-a-kind nature of the undertaking.
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Today, we still face substantial risks and challenges in completing
the project. But many of the uncertainties related to first-of-a-kind
activities have been resolved or substantially mitigated. @~ While
unanticipated problems are always possible, the challenge of completing
the Units is now shifting away from first-of-a-kind activities where major
new design, performance, fabrication or regulatory challenges predominate.
Today, execution risks related to construction, fabrication and acceptance
testing are at the forefront. These tasks pose important challenges, and the
challenges are commensurate in scale and complexity with the scale and
complexity of this project. But qualitatively, these challenges are not that
different from the challenges encountered in other major generation
projects. It is a sign of the progression of the project that execution risks
related to construction, fabrication and testing risks increasingly define the
project rather than the first-of-a-kind nuclear project risks. Reaching this
point represents an important milestone in our progress toward completion.
COULD YOU PLEASE ELABORATE ON THE PROJECT’S RISKS
AND CHALLENGES AS THEY CURRENTLY STAND?

Much of the change in the risk profile of the project has to do with
the major risk factors that are being wholly or partially mitigated. For
example, in the 2008 BLRA Combined Application, we identified 19 major
permits, certifications or categories of permits that were required to

construct the Units. See Combined Application in Docket No. 2008-196-E
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at Exhibit J, Chart B. Eighteen of the 19 have now been issued and one was
determined not to be needed. Receipt of these permits represents the
successful resolution of a major risk factor for this project.

COULD YOU OUTLINE SOME OF THE KEY LICENSES,
PERMITS AND CERTIFICATIONS THAT THE PROJECT HAS
RECEIVED TO DATE?

Yes. We have now received:

1. The Combined Operating Licenses (“COLs”) for the two Units
that were issued by the NRC under 10 C.F.R. Part 52;

2. Amendments to the Design Control Documents (“DCDs”) for
the AP1000 Units through DCD Revision 19 that were approved by the
NRC to incorporate design enhancements to the Units;

3. A Clean Water Act Section 404 permit that was issued by the
Army Corps of Engineers related to work in on-site wetlands;

4. Several permits associated with use of Lake Monticello as a
source of cooling water and potable water for the project that were issued
by the Federal Energy Regulatory Commission (“FERC”);

5. A Clean Water Act Section 401 Water Quality Certification and
an Environmental Impact Statement issued under the National
Environmental Policy Act (“NEPA”) for the project, including associated

transmission projects, to support other federal permits;

€1G Jo ey 9bed - 3-02€-2102 # 194900 - 9SS - Wd 02:€ ¥Z 1290300 810Z - A3 114 ATIVOINOYLOT 13



10

1

12

13

14

15

16

17

18

19

20

21

22

6. Multiple construction and storm-water permits that were issued
by the South Carolina Department of Health and Environmental Control
(“DHEC”);

7. Several National Pollutant Discharge Elimination System
(“NPDES”) permits associated with the on-site waste water treatment plant
and discharge of blow-down water from the Units’ cooling system that
were issued by DHEC; and

8. Certificates under the Utility Facility Siting and Environmental
Protection Act that were issued by this Commission for the construction of
305 circuit miles of new or reconfigured 230 kV transmission lines to
deliver power from the project to our customers.

WHAT OTHER RISK FACTORS HAVE BEEN REDUCED OR
AMELIORATED?

Let me review where we stand on several of the key risk factors
including those that were identified when we came before the Commission
in 2008 in the first BLRA proceeding.

1. Financial Risk. In 2008, we identified a key risk factor for
the project to be uncertainties as to whether financial markets would
support SCE&G in raising the capital needed to support construction. As
Mr. Marsh’s testimony demonstrates, SCE&G has successfully met this
challenge thus far. The financial markets have developed confidence in the

BLRA largely because ORS and the Commission have applied that statute
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in a fair and consistent way. Because of that confidence, to date markets
have been comfortable providing capital to the project on reasonable terms,
even in times of generally unfavorable market conditions. However, as
Kevin Marsh indicates, our May 2015 bond issuance indicates that markets
appear to be more concerned about regulatory risk than they have been in
the past. Nonetheless, we believe that if regulatory conditions remain
stable and consistent, financial markets will continue to support the project
through to completion.

2. Major Equipment. The design and fabrication of major
equipment for the AP1000 Units was an important risk factor for the project
when we began. As we stated in 2008:

Quality controls and manufacturing standards for components for

nuclear plants are very stringent and the processes involved may

place unique demands on component manufacturers. It is
possible that manufacturers of unique components (e.g., steam
generators and pump assemblies or other large components or
modules used in the Units) and manufacturers of other sensitive
components may encounter problems with their manufacturing
processes or in meeting quality control standards. Many of the
very largest components and forging used in the Units can only
be produced at a limited number of foundries or other facilities
worldwide. Any difficulties that these foundries or other

facilities encounter in meeting fabrication schedules or quality
standards may cause schedule or price issues for the Units.

Combined Application in Docket No. 2008-196-E at Exhibit J, page 7.
The first-of-a-kind risks associated with major equipment fabrication
have now largely been mitigated. All of the major equipment for an

AP1000 unit has been fabricated at least once and in some cases two or
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more times. More than a third of the major equipment for Unit 3, or five
out of the thirteen components, have arrived on site. All of the major
equipment for Unit 2 has been received on site except three of the thirteen
components. In this regard,

a. The Passive Residual Heat Removal Heat Exchanger
(“PRHR”) while fabricated has been retumed to Italy for installation
of a Supplemental Restraint Bar to improve its performance and
durability.

b. As of May 2015, the Reactor Coolant Pumps (“RCPs”)
for the AP1000 were successfully undergoing engineering and
endurance testing with redesigned bearings. Previous endurance
tests indicated a potential problem with the performance of the
RCPs’ bearings.

c. Squib Valves are important parts of the passive safety
features of the AP1000 Units. Prior performance testing of the Squib
Valves had shown problems with certain seals. Those seals have
been redesigned and as of May 2015 the redesigned valves were
undergoing testing and performing satisfactorily.

3. Shipping. The construction of the Units is supported by a
global supply chain. Several ultra-large and ultra-heavy components of the
Units are fabricated in Asia and Europe. In 2008, we identified important

risks related to shipping these components safely and without delay to the
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site. To date, there have been no disruptions or losses due to shipping. The
Deaerators, which were approximately 148 feet in length and weighed in
excess of 300 tons, have been successfully delivered to the site. Delivery
of this equipment was the project’s most difficult and complex shipping
challenge and was met without loss or delay, or any disruption to the
construction plan. The Deaerators were shipped by sea to the Port of
Charleston and then by barge to a Santee Cooper dock facility on Lake
Marion. From there they were taken on special trailers to the site.

4. Design Finalization. Design finalization has been an
important risk factor for the project since its inception. As we stated in
2008,

Under the current NRC licensing approach, there is engineering

work related to the Units that will not be completed until after the

COL is issued. Any engineering or design changes that arise out of

that work, or the engineering or design changes required to address

problems that arise once construction is underway, are potential risks
which could impact cost schedules and construction schedules for
the Units.

Combined Application in Docket No. 2008-196-E at Exhibit J, page 6.

The most challenging aspect of design finalization of the AP1000
Units is finalization of the Nuclear Island (“NI”). The NI includes the
Shield Building and containment vessel which house the reactor, steam-
generators, refueling equipment and passive safety components of the

Units, and the Auxiliary Building, which houses other nuclear components

of the plant. Design delay and design changes related to the NI have been a
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major source of delay in the project to date and have contributed to delay in
submodule production. As of May 2015, design finalization for the NI was
approaching completion, indicating that risks associated with this aspect of
the project are being mitigated.

A related development that has reduced risks due to design
finalization has been the NRC’s successful implementation of the
Preliminary Amendment Request (“PAR”) process. The License
Amendment Request (“LAR”) process, which has been in place for some
time, allows SCE&G to obtain license amendments when needed to address
changes in design documents. These changes arise from finalization of
design, constructability issues identified in the field, and similar matters.
Processing a certain number of LARs is a necessary and expected part of a
construction project involving an NRC licensed facility.

The PAR process was developed less than five years ago to support
new nuclear construction. A PAR requires the NRC staff to issue a “notice
of no objection” and allows construction work to proceed at the applicant’s
risk pending issuance of a LAR. We have used the PAR process in several
cases to mitigate potential delay in the project. The NRC’s successful
implementation of the PAR process has been very helpful in mitigating
design finalization risk.

5. Hiring, Training and Retention of Operating Staff.

Another very important risk factor that has been highlighted since the

10
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beginning of the project was the possible “[i]nability [of SCE&G] to hire
sufficient qualified people to operate the plants.” See Combined
Application, Docket No. 2008-196-E, at Exhibit J, Chart A. Without a
sufficient team of licensed operators and other staff to operate the Units,
initial fuel load would be prohibited and the project would come to a halt.
To support initial fuel load, the team must be large enough to staff all
necessary positions at the Units around the clock seven days a week with
provisions for training and development time and personal and sick leave.
Each Unit requires no less than three Senior Reactor Operators (“SROs”)
and two Reactor Operators (*ROs”) to be on duty at all times. Training as a
licensed reactor operator takes between 3-7 years depending on the level of
nuclear experience that the candidate brings to the job. Because the
AP1000 is a new design, there is no pool of trained and licensed AP1000
reactor operators and other personnel potentially available to fill gaps in
SCE&G’s ranks.

As the Commission is aware from past proceedings, SCE&G’s
concerns about this staffing issue grew as the project progressed and
concerns about the difficulty in finding qualified candidates for training as
reactor operators and other skilled positions came into focus. With support
from the Commission and ORS, SCE&G redoubled its efforts and
expanded its hiring targets to allow for greater rates of attrition. See Order

2012-884 at pp. 47-48. We currently have a group of 60 well-qualified
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licensed reactor operator candidates in training and a similarly sufficient
number of candidates in training for other technical positions. Training is
proceeding well and to date retention has been good. As things stand
today, the risk factor related to hiring the staff for the Units when
constructed has largely been mitigated. As described below, risk factors
remain related to completing the licensing of our staff and maintaining our
current retention rates.

6. Hiring, Training and Retention of Construction Labor.
Another significant risk factor which was recognized when the project
began is that WEC/CB&I might potentially be unable to recruit, train and
retain a sufficient work force to support construction activities on-site. As
we reported to the Commission in 2008, “staffing risks for the Units
include both the possible shortage of required workers, which could impact
both schedule and cost, and the risk that bidding for the available work
force will raise labor costs to levels higher than anticipated.” Combined
Application in Docket No. 2008-196-E at Exhibit J, page 9. A construction
work force of approximately 3,500 WEC/CB&I and subcontractor
personnel have been recruited, hired and trained and is working on site. To
date, the contractors have been able to staff the project, but we continue to
monitor the effect of an improving economy, and increasing labor demand

on their ability to do so.
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7. Site Conditions. Every construction site has the potential to
conceal soil, rock, hydrological or other conditions that can impede or halt
construction. Discovering and dealing with those conditions is an
important part of the initial stage of any construction project. The
construction project for the Units is now past this site discovery stage.
Excavation, grading, mapping of subsurface rock, and other site preparation
work are complete for the nuclear Units. The most significant issue that
came to light in this work was related to a depression in the bedrock
underlying Unit 2. It was resolved with the installation of concrete fill. As
we stand today, site discovery risk has largely been resolved.

8. Transmission. The design, routing and permitting of
transmission facilities was another important risk factor in the early stages
of the project. As the Commission is aware, the siting plan and schedule for
constructing the transmission assets required to support the Units was
disrupted when the Corps of Engineers, at the insistence of the
Environmental Protection Agency, decided to change its position related to
the acceptability of assessing potential transmission-related environmental
impacts based on a macro-corridor approach. See Order No. 2012-884 at
40-41.

In response to this challenge, SCE&G accelerated the siting of
transmission by placing all but approximately 6 miles of transmission lines

in or adjacent to existing rights of way. As of May 2015, all necessary
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transmission lines and off-site substations have now been sited and either
are completed or are under construction. In addition, the new Unit 2 & 3
switchyard located on the site has been completed and energized. At
present, transmission related risk factors are largely resolved.

9. Fukushima - In 2008, SCE&G disclosed that

events that are hypothetical and difficult to predict
could result in a change in the current level of political,
legislative, regulatory and public support for nuclear
generation in particular or for the Units specifically.
Such a change could in tum result in additional costs,
delays, and difficulty in receiving permits, licenses or
approvals for the Units and could possibly place the
cost and schedules of the Units in jeopardy. While
such events are difficult to predict or envision, any
event that casts doubt on the continued safety and
reliability of nuclear power . . . could result in such a
reversal.

Combined Application, Docket No. 2008-196-E, at Exhibit J, pp.5-6.

On March 11, 2011, a 9.0 magnitude earthquake occurred off the
eastern coast of Japan. The epicenter of the earthquake was 112 miles from
Tokyo Electric Power Company’s Fukushima Daiichi Nuclear Power
Station. The earthquake was the largest Japan has ever experienced and
caused all of the operating units at the Fukushima Daiichi Nuclear Power
Station (Fukushima Units 1, 2, and 3) to automatically scram on seismic
reactor protection system trips.

After the earthquake, the first of a series of seven tsunamis arrived at

the site. The maximum tsunami height that impacted the site was estimated
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to be 46 to 49 feet. This exceeded the design basis tsunami height and
inundated the area surrounding Fukushima Units 1-4 to a depth of 13 to 16
feet above grade, causing extensive damage to site buildings and flooding
of the turbine and reactor buildings. Despite their best efforts, the operators
lost the ability to cool the Fukushima Units resulting in damage to the
nuclear fuel shortly after the loss of cooling capabilities.

The Fukushima event was the realization of the sort of major disaster
risk that was disclosed in 2008. Fukushima could easily have soured public
support for nuclear power, delaying and complicating SCE&G’s ability to
complete the Units.

However, the feared reaction did not occur. President Obama
quickly went to the public. He committed his administration, through the
NRC, to conduct a comprehensive review of the safety of U.S. nuclear units
in light of the disaster. He promised that lessons learned would be
identified and applied. Through President Obama’s leadership the United
States avoided a “knee-jerk” reaction to halt nuclear construction or to close
nuclear plants as some proposed.

The location and seismic profile of the Jenkinsville site and the more
modern design standards and passive safety features of the AP1000 unit
make a disaster on the scale of Fukushima extremely remote for SCE&G’s
project. Nonetheless, the NRC’s review of the Fukushima event has

resulted in important improvements in the resources, procedures and safety
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plans for U.S. nuclear reactors. Some of the increased costs experienced in
this project since 2011 are a direct result of the application of lessons
learned through Fukushima. However, the feared result from such an
event, a wholesale loss of public, political and regulatory support for
nuclear power, never materialized. This risk factor was triggered but
overcome.

10. Summary. Risks will remain as to all of these items. They
will not disappear until construction of the Units or the applicable
components of them are complete and they have been inspected, tested and
placed into service. Nonetheless, the nature and extent of risks associated
with these items has been greatly mitigated by the progress made on the
project to date.

In this regard, one important fact reducing risks is that construction
of the first AP1000 reactor at the Sanmen site in China is largely complete
physically. That reactor is undergoing flushing and purging in preparation
for hydrostatic testing. SCE&G continues to benefit from lessons learned in
the Chinese construction project. In fact, Westinghouse personnel
participating in the startup of the Chinese reactors are scheduled to
participate in the start-up of our Units. The risk profile of our project has
changed significantly since the project began. Startup of the Chinese unit
will provide an important opportunity to‘identify any yet undisclosed risks.

In the United States, TVA is also approaching the completion of the
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Watts Bar 2 nuclear plant in Tennessee. Construction on Watts Bar Units 1
and 2 began in 1973. Construction on Unit 2 was suspended in 1988 when
it was approximately 80% complete, but was resumed in 2007. Watts Bar
Unit 2 will be the last of the pre-AP1000 Westinghouse units to be
completed. Through cooperation with TVA we have gained valuable
information about the practical issues involved in system turnovers and pre-
operational testing. Several of our start-up engineers plan to assist in

TV A’s start-up activities at Watts Bar to gain information in this area.

WHAT DO YOU CONSIDER TO BE THE MOST IMPORTANT
CHALLENGES THAT THE PROJECT FACES GOING
FORWARD?

As I indicated earlier, the project seems to be moving past first-of-a-
kind activities and major design, performance or fabrication challenges to
the challenge of executing construction, fabrication and acceptance testing
tasks. I do not mean in any way to minimize the importance of these
remaining challenges. The project continues to be highly complex with
thousands of interdependent tasks and multiple opportunities for problems
and delay, even where contractors and subcontractors use great skill and
care. In my opinion, the major challenges appear today to be as follows:

1. Enforcing the EPC Contract while Maintaining a

Working Relationship with WEC/CB&I. It is a critical necessity for the
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project that we effectively enforce the EPC Contract for the benefit of the
customers of SCE&G and Santee Cooper. But effectively managing a
project of this scope and complexity also requires a close working
relationship between the owners and the contractor. This leads to an
important challenge, that of maintaining an effective working relationship
with WEC/CB&I in spite of mounting commercial disputes over the rights
of the parties under the EPC Contract. Striking the proper balance between
these two potentially conflicting requirements is a challenge now and will
be an increasing challenge going forward. Failure in either direction could
be a risk to the project. This effort is complicated by the high level of
turnover in WEC/CB&I project management. The senior on-site project
managers have resigned, or have been replaced several times since the
project began. This turnover has made establishing and maintaining
effective working relationships a challenge.

2. Maintaining Financial Community Support Through a
Predictable Regulatory Environment for the Project. As discussed
above, the financial community has demonstrated its willingness to fund
the project even in adverse market conditions. However, this willingness
depends on the continuation of predictable regulatory environment for the
project such as ORS and this Commission have established to date. If the
financial community were to lose its confidence in the predictability of

regulatory treatment for this project, the Company could lose the ability to
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raise the funds needed to complete it on reasonable terms, if at all. This is a
very important risk factor for the project going forward.

3. Modules and Submodules. The use of modular construction
for nuclear units was new to the commercial nuclear industry in the United
States with these projects. In 2008, SCE&G identified risks associated with
this production technique as an important risk factor for the project. See
Combined Application in Docket No. 2008-196-E at Exhibit J, p.7.

[T]he construction of the Units will employ standardized designs and

advanced modular construction processes. The project schedules are

based on efficiency anticipated from the use of these techniques. . . .

Standardized design and advanced modular construction has not

been used to build a nuclear unit in the United States to date. The

construction process and schedule is subject to the risk that the
benefits from standardized designs and advanced modular
construction may not prove to be as great as expected.

See Combined Application in Docket No. 2008-196-E at Exhibit J, p.8.

Experience has shown that to be the case. Delay in production of
modules, submodules and Shield Building panels has been a major source
of delay for the project. This remains a key focus area for concern going
forward.

However, there are indications that problems in this area are
lessening. Three of the six major structural modules for Unit 2 (CA04,
CA05, and CA20) have now been fabricated and set in place. The
fabrication of a fourth (CAO01) is physically complete. All submodules for a

fifth (CA02) are on site. Submodules for the sixth module (CA03) are being
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received. There are one hundred and sixty-seven (167) Shield Building
cylinder panels for each Unit. As of May 2015, more than sixty-eight (68)
Unit 2 and six (6) Unit 3 Shield Building cylinder panels had been received
on site and initial welding of the first ring of them had begun. However,
module and submodule production remains a major challenge for the
project.

4. Shield Building Air Inlet and Tension Ring. Among the
last items of the NI design to be finalized is the design for the Shield
Building Air Inlet and Tension Ring. These are design features at the top of
the vertical walls of the Shield Building and are the most complicated sets
of Shield Building panels to be fabricated.

Delay in design finalization for these items has resulted in delay in
finalizing their procurement. WEC/CB&I assures SCE&G that these
panels can be fabricated and delivered to site on schedule. Nonetheless,
Shield Building construction is currently a critical path item for the project.
This means that a delay in fabricating the Shield Building Air Inlet or
Tension Ring panels could delay completion of the project. SCE&G is
monitoring this area closely.

5. Productivity Factors. Construction companies like
WEC/CB&I base their construction plans on data they compile indicating
the expected amount of labor required to complete specific construction

tasks. One measure of productivity is the ratio between the amount of labor
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actually required to perform a particular task, and the amount of labor
anticipated to be required, the so called productivity factor, or PF. Higher
PFs indicate more labor hours were required than expected.

In compiling a construction plan and budget, the design and
engineering documents are reviewed to determine the amount or volume of
commodities that need to be installed. The appropriate expected
productivity labor factor is applied to each item. Doing so determines the
amount of labor required for each scope of work. The amount of labor
which is calculated in this way determines both the cost of construction and
the schedule for construction.

For various reasons, to date WEC/CB&I has not met the overall PF
on which its original cost estimates were based. In preparing the Revised,
Fully-Integrated Construction Schedule, WEC/CB&I forecasted an increase
its PF across the board. (The higher the rate indicates more hours required
for a task). SCE&G has not accepted responsibility to pay for this
increased labor. Unfavorable productivity factors have been a matter of
frank and direct discussion between the parties, and WEC/CB&I’s senior
leadership has recognized the need to improve in this area. In justifying
their confidence in the revised rate on which the current construction
schedule is based, WEC/CB&I points to things like reduced delay in
submodule production, increasing levels of design finalization, and lessons

learned from construction of the first AP1000 unit in China. They also
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point to the increasing adaptation by the project’s work-force to the
requirements of nuclear construction. They further reference the assumption
that productivity for Unit 3 will improve due to the experience gained in
completing similar scopes of work on Unit 2.

SCE&G fully supports WEC/CB&I in its efforts to improve labor
productivity and will continue to monitor WEC/CB&I's performance and
demand improvement. But the possibility that WEC/CB&I will fail to meet
current productivity assumptions for the project represents an important
risk to both the cost forecasts and the construction schedule for the project

6. Testing and Start Up. In 2008, the NRC’s implementation
of its new regulatory approach to licensing nuclear units was seen as a
major risk factor for the projects. Previously, the NRC issued a permit to
begin nuclear construction at the beginning of a project. It only issued a
license to operate the unit after construction was complete and
comprehensive post-construction testing was done. Under the new
approach, which is contained in 10 C.F.R. Part 52, the NRC now issues a
single license to build and operate a new nuclear unit. This happens at the
start of the construction process. Construction takes place under an active
nuclear operating license with all of the regulatory oversight that this
entails.

As construction proceeds, and before a new unit is placed in

commercial service, the licensee is required to complete a specified
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regimen of Inspections, Tests, Analyses and Acceptance Criteria
(“ITAACs”). Successfully completing those ITAACs to the satisfaction of
the NRC demonstrates that a new unit has been built in conformity with the
design documents and the COL and will perform as designed. This ITAAC
process is entirely new to the industry as of the current projects. There are
873 ITAACs that must be completed for each Unit, or 1,746 for the project.

Uncertainties about how ITAACs would be administered was an
important risk factor that SCE&G identified in 2008: “[Tlhe NRC is still
developing the process for approving the results of ITAAC tests once they
are completed and for resolving disputes or other issues related to the
results of those tests.” Combined Application, Docket No. 2008-196-E, at
Exhibit J, page 4. The NRC has now issued regulatory guidance resolving
some of the outstanding issues concerning the review of ITAAC Closure
Notification (“ICN”) packages. See Guidance for ITAAC Closure, 80 Fed.
Reg. 265 (January 2, 2015). However, there are still important issues to be
resolved, such as how a hearing will be conducted if ITAAC results are
challenged. Furthermore, the sheer number of ITAACs to be completed
poses a challenge to the schedule for the substantial completion of the
Units.

As of late May 2015, SCE&G has successfully completed 22
ITAAC packages and has submitted 20 ICN packages to the NRC. While

the ITAAC process seems to be working satisfactorily at present,
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completing the required ITAAC program on schedule remains an important
risk factor for the project.

7. Failure to Obtain NRC Certiﬁc#tion of the Full Scope
Simulator. Plant simulators are computer systems designed to model the
response of a generating plant to changing operating conditions and
operator inputs. They are used for operator training and testing and to
support plant operations. Certification of a simulator by the NRC as a Plant
Reference Simulator (“PRS”) allows that simulator to be used to support an
operating nuclear unit and for all training purposes. Successful Integrated
Systems Validation (“ISV”) testing is necessary for the NRC to approve a
plant simulator to serve as a PRS.

During the first quarter of 2015, WEC conducted the required ISV
testing on the Unit 2 and 3 plant simulators. As of May 2015, SCE&G and
WEC are evaluating the results. If the NRC accepts ISV testing as
sufficient, the documentation supporting certification of the simulators as
PRS could be completed by the end of 2015.

This approval schedule will not permit certification of the Unit 2 and
3 PRSs in time for them to be used in conducting the integrated operator
simulator exams for the first class of candidates seeking licensing as
Reactor Operators (“ROs”) and Senior Reactor Operators (“SROs”). That

exam was scheduled to be offered in May 2015. The schedule also may not
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support testing for the second class of candidates. Their exams are
scheduled for November 2015.

In response, WEC and SCE&G have requested the NRC to approve
the simulators as Commission-Approved Simulators (““CASs”) under the
process specified in 10 C.F.R. 55.46(b). However, it is not clear that the
NRC will grant CAS approval. The NRC has also indicated that approval of
the simulator as a PRS could be delayed until Instrumentation and Control
(“1&C”) systems for the Units are installed and ITAAC testing is
completed. If the NRC takes this position, and denies CAS certification for
the simulator, the training and licensing schedule for ROs and SROs
candidates might not support initial fuel load for the Units.

8.  Retaining Operating Staff in the Face of Delay. Delay in
completing the Units can cause morale problems among the SROs, ROs
and other operating staff that are being trained to operate the Units. These
individuals’ opportunities for advancement and job satisfaction are often
related to operating experience. Delaying the start of the Units postpones
the time when operating experience becomes available. A risk factor for the
project at present is that morale problems due to delay could increase
attrition in these areas.

9. Instrumentation and Controls Acceptance Testing. While

several existing nuclear units have been retrofitted with digital

Instrumentation and Control (“I&C”) systems, the AP1000 is the first United
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States reactor to be designed with a site-wide integrated digital 1&C system
as original equipment. To address testing and commissioning of the new
integrated 1&C system, WEC has developed a Digital Test Strategy (“DTS"”)
to demonstrate the AP1000 integrated 1&C system compliance with design
requirements and regulatory commitments. While informal feedback from
the NRC has generally been positive, formal acceptance of the DTS by the
NRC has not been received. If the NRC does not concur with the DTS and
requires that hardware and software testing be delayed until installation is
complete, that testing could result in a delay in the scheduled completion of
the Units.
CURRENT CONSTRUCTION STATUS

DO YOU HAVE PHOTOGRAPHS OR SLIDES THAT

ILLUSTRATE THE STATUS OF CONSTRUCTION AND

FABRICATION ACTIVITIES RELATED TO THE UNITS?

Yes. Those slides are attached to my testimony as Exhibit No. __
(SAB-1). Let me now review those slides with the Commission and the
parties.

HOW MANY PEOPLE ARE CURRENTLY EMPLOYED AT THE
JENKINSVILLE SITE?
As of March of 2015, of the approximately 3,500 construction

personnel working at the site, 57% were South Carolina residents. An
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additional approximately 560 SCANA, SCE&G and Santee Cooper
employees are working full time on the project.
WHAT IS THE PROJECT SAFETY RECORD?

SCE&G and WEC/CB&I are very proud of the current safety record
at the site. As of May 2015, the project has logged over 25 million man
hours on the site with only a minimal number of lost time accidents. This is
remarkable testimony to the care and professionalism with which all parties
are approaching work on these Units with respect to safety.

COST CATEGORIES FOR THE PROJECT
PLEASE DESCRIBE HOW THE VARIOUS COSTS ASSOCIATED
WITH THE UNITS ARE CATEGORIZED.

In Order No. 2009-104(A), the Commission reviewed and approved
SCE&G’s estimate of forecasted costs for the Units as shown in nine cost
categories. Seven of these cost categories reflected costs agreed to in the
EPC Contract. Four of those seven involve categories of fixed cost, which
do not change, or firm costs which change only based on specified inflation
indices (“Fixed/Firm Costs”). Two of the seven EPC categories involve
costs where WEC/CB&I operates under established budgetary targets and
SCE&G pays actual costs as incurred (“Target Costs”). The seventh is
Time and Materials (*T&M”) which are costs for allowances requiring pre-
approval by SCE&G for things like start-up support, scaffolding, and

licensing support. The final two cost categories are Transmission costs and
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Owner’s cost. These are activities that SCE&G undertakes directly and are

outside of the scope of work of the EPC Contract with WEC/CB&I.

Transmission cost includes the cost of the transmission facilities that
SCE&QG will build to integrate the Units into its transmission grid. It
does not include the on-site switchyard which is part of the EPC
Contract scope.

Owner’s cost include the costs of the NND teams and associated
labor costs, and involve such things as site-specific licensing and
permitting of the Units and their construction; regulatory costs such
as NRC fees; insurance, including workers compensation insurance
for all workers on site, builder’s risk insurance and transportation
risk insurance; construction oversight and contract administration
costs; the costs of recruiting and training of operating personnel for
the Units; the costs of overseeing the final acceptance testing of the
Units and providing for interim maintenance of components of the
Units as completed; the cost of NND facilities, information
technology systems and equipment to support the project and the
permanent staff of the Units; sales taxes, and other incidental costs
for the site.

OWNER’S COST AND THE NND PROJECT

Q. WHAT IS THE COMPANY’S PHILOSOPHY CONCERNING THE

NND PROJECT?
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As [ have mentioned in past testimony, apart from ensuring the
safety of our public and the people, the Company has no greater priority
than getting the deployment of the new nuclear Units right. Senior
leadership, including our CEO Mr. Marsh, is directly involved in the
management of this project and of escalation of issues to WEC/CB&I on a
regular basis.

On the day to day operations level, the Company has put in place a
team of people that are capable of interfacing with the NRC, overseeing the
work of thousands of on-site contractors and subcontractors, a worldwide
supply chain for highly specialized components and equipment, and the
transportation and logistics required to bring those components and
equipment safely together in Jenkinsville. All this must be done while
recruiting and training a permanent staff that can operate and maintain the
Units safely and efficiently when they go into service, and that can
successfully conduct the acceptance testing that the NRC requires before
the Units are put into commercial operation. This effort also requires
SCE&G to keep in place a team of people who can ensure that the
contractual aspects of the project are prudently managed, that the terms of
the EPC Contract are enforced, and that we do all in our power to ensure
that costs are controlled.

DO YOU TAKE COST CONTROL SERIOUSLY?
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We take cost control very seriously. Senior leadership for the
project takes an active role in reviewing budgets, setting up systems, and
engaging staff appropriately to ensure that only reasonable, necessary and
prudent costs are included in the cost forecasts. As Company Witness
Walker testifies in detail, our cost and staffing reviews are thorough and
demanding. We will not jeopardize the safety or quality of the project, but
by the same token, we will not tolerate unnecessary spending.

UNDER THE EPC CONTRACT, WHAT ROLE DOES SCE&G
PLAY IN THE LICENSING AND PERMITTING OF THE UNITS?

Apart from the Design Control Document for the AP1000, which
WEC as owner of the technology was responsible to obtain, SCE&G is
responsible for obtaining the major licenses and permits that are required to
construct and operate the Units. SCE&G is responsible for procuring all
LARs required by the project. Also, during construction and testing of the
Units, SCE&G must ensure that it and its contractors comply with all terms
and conditions of these licenses and permits.

HOW DOES THE NRC SEE SCE&G’S CURRENT
RESPONSIBILITIES AS OWNER AND LICENSE HOLDER?

Since March 30, 201 2, SCE&G has been managing the project under
active NRC nuclear construction and operation licenses, i.e., COLs, issued
in SCE&G’s and Santee Cooper’s names. As the NRC is quick to remind

us, the Company is now directly responsible to the NRC for the safety of
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the Units as constructed and for QA/QC both on-site and in the shops and
factories where components are being fabricated worldwide.

WHAT IS SCE&G’S PHILOSOPHY ABOUT DEPLOYING THE
RESOURCES REQUIRED TO MEET THESE CHALLENGES?

These Units will serve as a critical component of our generation
portfolio for decades. They are expected to serve the needs of our
customers for 60 years or more. With those facts in mind, SCE&G is
committed to continuously monitoring the needs of the project and to adjust
its staffing, training and resource plans whenever it concludes that doing so
is necessary to protect the interests of the Company and its customers in
this project.

WHAT GROUP WITHIN SCE&G IS RESPONSIBLE FOR
CARRYING OUT THE TASKS YOU HAVE DESCRIBED?

The NND teams have direct responsibility for the project. They are
supported by resources from throughout SCE&G and SCANA. But the
primary responsibility for the success of the project rests with the NND
teams.

HOW HAS SCE&G STRUCTURED THE NND TEAMS?

The NND teams are comprised of eight groups which include
Nuclear Licensing, Design Engineering, Organizational Development and
Performance (“OD&P”), Quality Systems, Construction, Business and

Finance, Operational Readiness and Training. Other groups that share
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resources with Unit 1 are Health Physics, Emergency Planning, Chemistry,
and Security Services. In all cases, where resources are shared between
units, there are strict accounting rules in place to ensure that each unit bears
its full share of cost that benefit it.

In March 2015, the staffing of the NND teams was approximately
560 SCANA, SCE&G and Santee Cooper employees. The permanent
staffing for the two Units is expected to be approximately 761 individuals
(excluding security contractors). Many of the members of the NND teams
will transition to permanent operating staff of the Units, although there will
be some retirements and other attrition. The structure of the NND teams
and the responsibilities of the eight areas that comprise them are discussed
in Mr. Jones’ testimony and exhibits.

WHAT IS THE EXPERIENCE LEVEL OF THE LEADERS OF
THESE TEAMS?

The members of the senior leadership team for the NND effort have
an average of more than 35 years of experience in nuclear and major
generating plant construction. All told, the seven senior leaders for the
NND project represent 252 years of nuclear and major construction
experience.

WHAT PART OF THE COSTS INCLUDED IN THESE UPDATES

ARE OWNER’S COSTS?
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As Ms. Walker testifies, updates in Owner’s cost forecasts represent
$245 million' of the $698 million that we are presenting here for BLRA
approval. These costs are the reasonable and prudent costs of fulfilling our
responsibilities as the owner of this project.

WHAT IS DRIVING THESE OWNER'’S COST INCREASES?

As Mr. Jones and Ms. Walker testify in more detail, the majority of
these Owner’s cost increases are a result of the delay in the substantial
completion dates of the Units. This delay will require SCE&G to support
the project and the NND teams for 27 additional months as to Unit 2 and 25
additional months as to Unit 3. These delay related costs represent $214
million, or approximately 87% of the increase in Owner’s costs. The other
$31 million represents increases in personnel costs, facilities costs, software
and systems costs and other expenses that must be incurred for SCE&G to
meet its obligations as Owner and COL licensee in a reasonable and
prudent way.

DO YOU HAVE AN OPINION CONCERNING THE
REASONABLENESS AND PRUDENCE OF THE ADJUSTMENTS
TO THE STAFFING LEVELS AND COST SCHEDULES FOR THE

NND PROJECT THAT THE COMPANY IS PRESENTING HERE?
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For the reasons set forth in this testimony, as well as those set forth
in Mr. Jones’ testimony and Ms. Walker’s testimony, it is my opinion that
the adjustments in the forecasts of Owner’s cost for the NND project are
reasonable and prudent costs of the Units. These costs reflect a prudent and
valuable investment that the Company is making to protect the interest of
its customers in these long-lived assets, as well as those of our partner
Santee Cooper, in the project.

THE REVISED PROJECT SCHEDULE AND COST SCHEDULE
PLEASE PROVIDE THE BACKGROUND FOR THE REVISED
PROJECT SCHEDULE THAT IS PRESENTED IN THIS
PROCEEDING.

Beginning in 2010, and consistently thereafter, SCE&G publicized
its concerns about the inability of the module fabrication facility in Lake
Charles, Louisiana, to produce submodules for the project in a timely-way.
Initially, that Lake Charles facility was operated by Shaw Modular
Solutions (*SMS”), a subsidiary of the Shaw Group, which was WEC’s
original partner in the construction consortium. As the Company has
testified in past proceedings, and has been reported to ORS and the
Commission regularly over this period, the Company, along with Southem
Company, the other AP1000 owner, worked diligently to convince WEC

and Shaw to make required changes.
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In March 2012, SCE&G placed a permanent on-site inspector at the
SMS facility. An inspector has been on site since. On multiple occasions
during the period 2009-2012, at SCE&G’s direction, SMS re-baselined its
initial module fabrication and delivery schedule to account for its rate of
production. But SMS was never able to prepare a schedule that reasonably
reflected the effect of on-going delay.

In July 2012, CB&I announced its intention to acquire the Shaw
Group. After that sale closed, in February 2013, SCE&G requested that
WEC/CB&I produce a revised construction schedule that included a
realistic and achievable production for submodules from the Lake Charles
facility (now known as CB&I-LC), and a plan for completing the project in
light of the submodule production delay. During this time, SCE&G urged
WEC/CB&I to resolve its submodule production issues, and specifically to
relieve the congestion issues that were impeding progress at its Lake
Charles facility. In response, WEC/CB&I asked SCE&G for space to
relocate certain aspects of submodule production from Lake Charles to
designated work areas at the Jenkinsville site. This relieved some of the
congestion at the Lake Charles facility and allows work crews to be hired in
South Carolina to supplement those on site in Louisiana. CB&I also
proposed to diversify it supply chain by outsourcing production of certain

submodules to other fabricators. As a result, important aspects of the
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submodule fabrication for Units 2 and 3 were assigned to other fabricators,
including Oregon Iron Works in Oregon and IHI/Toshiba in Japan.

In late May 2013, SCE&G received a revised construction schedule
from WEC/CB&I that sought to take into account the effects of production
delay at the Lake Charles facility. SCE&G challenged important aspects of
this schedule. WEC/CB&I agreed to conduct a thorough review of the
schedule in light of delay to date, and to include is a full review of the
engineering, procurement and construction resources necessary to support
the plan.

In the third quarter of 2014, SCE&G received what WEC/CB&I
termed a Revised, Fully-Integrated, Construction Schedule. Accompanying
the construction schedule data was information related to the revised cost
estimates for completing the project, the Estimated at Completion (“EAC”)
costs. SCE&G spent a number of months reviewing the schedule and cost
information with WEC/CB&I and in negotiations with WEC/CB&I
concerning costs and schedule mitigation to accelerate the substantial
completion dates of the Units.

Based on those reviews and negotiations, SCE&G determined in
March of 2015 that the cost and construction schedules as updated by
WEC/CB&I through that time were in fact the anticipated schedules for
completion of the prbject as envisioned by the BLRA. As Mr. Marsh

testifies, Senior leadership approved those schedules, with updates as to
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Owner’s costs and other cost items, as the basis for the filings presently
before the Commission.

The Revised, Fully-Integrated Construction Schedule, is the
mitigated construction schedule for the Units as it was revised and finalized
during the review process.

WHAT DO YOU MEAN BY A MITIGATED CONSTRUCTION
SCHEDULE?

There a number of ways to mitigate a construction schedule. One of
the more common is to add additional shifts of labor. Another is to
reallocate fabrication activities to multiple vendors, as we have done with
sub-modules going forward. Another is to change the method or sequence
of construction activities so that delayed components do not hold up other
specific tasks. For example, if delivery of a module is delayed, concrete
forms can be used to allow concrete to be placed that would otherwise have
been poured directly against the module wall. In many cases, schedule
mitigation means additional expense, and that additional expense can
become a matter of negotiation between the owner and contractor.
PLEASE DESCRIBE EXHIBIT NO. _ (SAB 2).

Exhibit No. _ (SAB-2) is the Milestone Construction schedule based
on the Revised, Fully-Integrated Construction Schedule, which we
proposed for Commission approval as the current anticipated construction

schedule for the Units as envisioned by the BLRA.
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ARE THE SCHEDULES PRESENTED HERE REASONABLE AND
PRUDENT SCHEDULES FOR COMPLETION OF THE PROJECT?

The schedules that SCE&G has presented here are the current
anticipated schedules for completing the Units as envisioned by the BLRA
and are reasonable and prudent schedules for completing the project. They
should be approved as the new BLRA schedules for the Units.

These schedules represent the best current forecasts of the
anticipated costs and the anticipated construction schedules to complete the
project. They are based on the cost projections and construction schedule
data that WEC/CB&I has provided to SCE&G and which SCE&G has
carefully studied and reviewed consistent with its duties as Owner. The
construction schedule is based on a comprehensive identification and
sequencing of the tens of thousands of construction activities that must be
accomplished for the project to be completed. The cost schedule is based
on identifying labor and other costs that must be incurred to complete the
scopes of work listed on those schedules.

SCE&G’s construction experts have reviewed the schedules
presented here. We find that their scope and sequencing is logical and
appropriate. As to both timing and cost, the schedules are based on
productivity factors that WEC/CB&I represents can be met given the
current status of the project. Meeting these productivity factors will pose a

challenge to WEC/CB&I. But doing so will benefit the project both in
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terms of cost and schedule. For that reason, as owner SCE&G has no basis
or interest in insisting that WEC/CB&I should use less challenging
assumptions. However, SCE&G does recognize that WEC/CB&I has set
itself a significant challenge as to future productivity.

The schedules presented here are the schedules that WEC/CB&I has
represented to SCE&G that it is prepared to meet and that SCE&G has
carefully reviewed with WEC/CB&I. For those reasons, I can affirm that
these schedules represent the best and most definitive forecast of the
anticipated costs and construction schedule required to complete this
project that is available as of the date of this filing of the testimony. These
updated costs are not in any way the result of imprudent management of the
project by SCE&G. Further, these costs do not include speculative or un-
itemized costs, such as owner’s contingencies. S.C. Energy Users Comm.
v. 8.C. Pub. Serv. Comm'n, 388 S.C. 486, 697 S.E.2d 587 (2010). While
additional costs may be incurred after the date of this filing of the petition
in this proceeding, those costs are not known at present and so cannot be
included here.

COULD THESE SCHEDULES CHANGE?

These schedules can and almost certainly will change. That is
because the construction schedule for any project as complex as this one
will be dynamic. It can be expected to vary from month to month during the

construction period as conditions change. The construction and cost
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forecasts will be subject to ongoing change and revision, as any forecast
would be.

OVERVIEW OF INCREASE IN FORECASTED EPC CONTRACT
COSTS

PLEASE PROVIDE AN OVERVIEW OF THE INCREASE IN THE
EPC CONTRACT COST FORECASTS SCE&G IS PRESENTING IN
THIS PROCEEDING.

This total increase of $698 million is made up of (1) changes in the
Estimated at Completion (“EAC”) cost under the EPC Contract, (2) ten
additional change orders to the EPC Contract, (3) reallocation of certain on-
site transmission costs between SCE&G and Santee Cooper, and (4)
changes in Owner’s cost. Company witnesses Mr. Jones and Mrs. Walker
will address these items in detail in their pre-filed direct testimony in this
matter. [ am familiar with the matters they discuss and can confirm the
accuracy of their testimony. I also affirm that cost and construction
schedules presented here accurately reflect the anticipated cost and
schedule for completion of the Units and in no way are the result of any
imprudence on the part of SCE&G.

DISPUTED COSTS
YOU MENTIONED EARLIER THAT SCE&G IS NOT RELEASING
OR WAIVING ANY CLAIMS AGAINST WEC/CB&I. PLEASE

EXPLAIN WHAT COSTS YOU ARE CHALLENGING.
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related to fixed or firm items where SCE&G has entered into an
agreement with WEC/CB&I to resolve claims for a fixed amount of
compensation. For example, WEC/CB&I has attempted to bill
SCE&G for module rework. Modules are a fixed cost item. SCE&G
has retumed the invoices for such charges as improper since
additional costs associated with these items are a WEC/CB&I

responsibility.

. Cost invoiced by WEC/CB&I which are related to general project

delay. SCE&G takes the position that these delay costs are
WEC/CB&I payment responsibility for reasons including
WEC/CB&I failure to meet its responsibilities under the EPC

Contract to effectively manage the project.

. Cost invoiced by WEC/CB&I which are the result of WEC/CB&I

not meeting productivity factors. SCE&G believes that WEC/CB&I
is under a contractual obligation to efficiently conduct its
construction activities, and some or all of any labor costs based on
failure to meet productivity factors is WEC/CB&I's payment

responsibility.
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As to invoices for costs which are 100% unjustified, SCE&G
believes it is contractually entitled to retum the invoices as improperly
issued and pay nothing. This is permissible under provisions of the EPC
Contract that only require SCE&G to pay for properly invoiced items.

As to invoiced costs where only part of any given invoiced amount
would be subject to dispute, SCE&G will withhold part of the payment.
Under the EPC Contract, SCE&G is required to pay at least 90% of the
disputed amount pending resolution of its dispute. Other provisions of the
EPC Contract permit WEC/CB&I to cease work and treat the project as if it
had been suspended at SCE&G’s request if 90% payments are contractually
required but are not made after proper invoicing WEC/CB&I has reserved
its rights under these provisions to cease work on the site if required
payments are not made.

As to delay costs, the revised cost forecast associated with the
Revised, Fully-Integrated Construction Schedule shows the amount by
which overall project costs have increased due to delay through the end of
the project. A percentage of increased cost due to delay has been computed
for each cost category under the EPC Contract where delay has increased
costs. Since May 5, 2015, SCE&G has applied that percentage to the
charges in each invoice and only paid 90% of the disputed amount as the

EPC Contract provides.
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As to productivity factors costs, SCE&G will determine on a case by
case basis the amount of additional charges that is due to inefficiency and

from this amount, SCE&G will withhold 10%.

WHY ARE DISPUTED AMOUNTS PROPERLY INCLUDED IN
THE COST SCHEDULES PRESENTED HERE?

The BLRA requires SCE&G to present the anticipated cost to
complete the project. SCE&G in no way disputes the fact that the project
will incur the amount presented here to complete the Units. The question is
who is required to absorb these additional and disputed costs. SCE&G
intends to pursue its dispute of these certain costs, and going forward will
pay only 90% of those costs pending resolution of those disputes. When
SCE&G pays those 90% amounts, they will become paid capital costs of
the project and will be reflected in CWIP for the project. For that reason,
these 90% payments are properly included in the cost projections for the
Units.

At present, the outcome of the disputes with WEC/CB&I is not
known. Therefore, SCE&G does not have any basis to forecast any
additional costs or cost reductions beyond the 90% payments it knows it
must make. We have only included in this filing non-speculative, itemized
costs which are costs that SCE&G fully anticipates paying. Revised rates

only reflect costs actually paid. If for any reason, certain costs are not paid,
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they will not be booked as capital costs of the Units, and will not be used
for calculating revised rates or for any other ratemaking purposes. Any
future reductions in the anticipated cost presented here due to resolution of
claims against WEC/CB&I or other reasons are also not known, are
unquantifiable, and therefore are not properly included in the current BLRA
cost projections for the project.

HOW WILL THESE DISPUTES BE RESOLVED?

SCE&G is committed to resolving these disputes by negotiation if
possible. However, litigation may occur. The venue specified in the EPC
Contract is the Southern District of New York. If litigation occurs, there is
no way to determine how long it would take to resolve the disputes. While
the amounts in dispute are important, SCE&G and its customers have a
primary interest in seeing the Units completed in a timely, safe and efficient
manner. This is particularly important since if Unit 3 is not placed in
service before January 1, 2021, SCE&G and its customers could lose the
value of federal Production Tax Credits associated with that Unit. The
value of those credits, grossed up for tax, could equal approximately $1.1
billion. That is one important reason to maintain focus on the goal of the
project and not let disputes interfere with completing the project in a timely
way. The overarching goal is to ensure that the project is completed in a

safe and timely fashion.
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HOW DO YOU RESPOND TO THE CLAIM THAT INCLUDING
THE 90% PAYMENTS IN BLRA COSTS TAKES AWAY SCE&G’S
INCENTIVE TO REACH A FAIR SETTLEMENT OF CLAIMS
AGAINST WEC/CB&I1?

There are multiple reasons that this is not the case.

1. SCE&G seeks to include the 90% payments in its BLRA cost
schedule because they will in fact be part of the capital outlays for this
project. SCE&G hopes that it will recover all or part of those payments
from the WEC/CB&I. But this recovery is not guaranteed. As a result, we
are in no different position than in cases where we complete a plant or
project, and once it is closed to rate base, we pursue warranty or contractual
claims against suppliers. Those claims, if successful, lower the cost of the
plant or project after the fact. This happens in the ordinary course of our
business.

2. Further, to withhold these payments from the capital costs
recognized under the BLRA would do the opposite of what the question
implies. Rather than creating an incentive for SCE&G to aggressively and
doggedly pursue the claims against WEC/CB&I, it would create an
incentive for SCE&G to settle claims quickly so that the settlement
amounts could be included in BLRA filings. Mr. Marsh has testified that it
is critical to our financial plan that we generate cash returns through revised

rates filing on the capital we spend on this project. If the only way to
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include disputed costs in revised rates is to settle the underlying dispute,
then SCE&G will be put under financial pressure to settle as quickly as
possible. That fact would not be lost on WEC/CB&I and would likely
change their bargaining position in settlement negotiations.

WHAT WILL HAPPEN IF SCE&G DOES RECOVER PART OF
THE DISPUTED AMOUNTS THAT IT HAS PAID?

If through negotiation or litigation, SCE&G recovers any past
payments to WEC/CB&I or reduces any current payments, those amounts
will be reflected as reductions to the accounts where the capital cost of the
project are recorded. This will reduce the financing costs to be charged to
customers and the reduction will be reflected in lower revised rates in
subsequent revised rates proceedings going forward.

CONCLUSION
ARE THE UPDATES REQUESTED IN THIS PROCEEDING
REASONABLE AND PRUDENT?

Yes they are. As President for Generation and Transmission, I am
involved on an on-going basis with all major aspects of the construction
project and am directly involved in the negotiations with WEC/CB&I over
the issues discussed here. The adjustments requested in this proceeding
include adjustments to the construction schedule as well as to EPC costs
and Owner’s cost. They are adjustments that I know to represent

reasonable and prudent changes in the cost and construction schedules for
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the Units. Making these adjustments is necessary to create the anticipated
cost and construction schedules for the Units as required by the BLRA.
Based on my knowledge of the project, and in my professional opinion, the
adjustments are in no way the result of any lack of responsible and prudent
management of the project by the Company or of imprudence by the
Company in any respect. I ask the Commission to approve these
adjustments as presented in the exhibits to Mrs. Walker’s testimony.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.
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